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PREFACE 


The book will bring me little credit in socialist 
circles. But the duty of a teacher of economics is 
clear. He must state the relevant facts and the con- 
clusions which the facts suggest. 

It is hoped that the book will provoke a discus- 
sion. A discussion is helpful in clarifying issues, 
and Tndian socialism' is a highly controversial subject 

I am indebted to the Editor, Contemporary 
India- and the Editor, Tribune for permission to use 
articles which I wrote for them.^ 


Nicholson Road, Lahore. 
14th December^ 1936. 


BRIJ NARAIN 
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argument 

Exploitation in the Marxian system has Chapter i 
a technical meaning. The employer forces- 
the labourer to overstep the bounds of 
necessary labour-time and thus surplus 
value arises as unpaid labour* 

it S'®. ^alue 

^ follows that businesses which employ 

should show more 
profit, for according to Marx, human labour 
alone creates surplus value. As Marx 
himself said, if a capital consisting of the 
percentages 90c+ lOv produced the same 
amomt of surplus value or profit as a capital 
consisting of the percentages 10c+90v 
then it would be clear as day-light that 
from therefore, value arise 

capital consumed is c, variable capital, or 
the wages paid v, and it is assumed that the 
degree of exploitation of labour is the same 
IB tne two cases. 

Actually it is found that the rate of 
profit made by different firms tends to be 

S®cSal.“ compositions 

explains “The Great Contradi- 

S “ ® beginning rates 

of profit rulmg in the various branches of 
industry are different. Firms or industries 
which employ more variable capital do 
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make more profit, but they are unable to 
retain it on account of competition, the 

rate of profit thus tends to be the same ,in 
spite of different compositions of capital. 

But as between different countries 
there is no equalisation of profits. Given 
the same degree of exploitation of labour 
in India and England (say 100 per cent), if 
the composition of our capital is 40 ct*60v, 
and that of English capital 84c+ 16v, our 
rate of surplus value and profit should 
be 60 per cent as compared with England’s 

16 per cent. „ . i 

‘‘That is particularly important, said 
Marx, ‘when international rates of profit 

are compared with one another.” 

A comparison of factory conditions in 
India and England about 1880 shows that 
the degree of exploitation of labour in India 
was much higher. 

Given a lower organic composition of 
.our capital, it follows that the rate of profit 
in India in those days was at least two or 
three times as high as in England. 

^ But this is thoroughly absurd. We 
haye a great deal of evidence to show 
that * industrial profits in India under free 
trade were insecure. With the exception 
of jute, a monopoly, Indian manufacturing 
industries, failed to attract British capital 
^ There was no lack of capital in India, but 
Indian capital was *shy’ and avoided 
manufacturing enterprises generally. Under 
free trade, as' thp ’Indian Fiscal Com- 
mission put - it, the development of the 
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country in every direction was “retarded ' 
by insuiSciency of capital.” 

It is not possible to reconcile these 
facts with the Marxian theory. 

Profits were not high or certain under 
free trade as prices were determined by 
British competition. Imports of cotton 
piece-goods exceeded home production in 
the proportion of 4 : 1. Profits depend 
upon prices at which goods are sold, not 
on the number of labourers whose labour- 
power is embodied in the goods. 

The inability of the exploitation theory 
to explain the facts suggests that Marx’s 
fundamental assumptions are wrong. The 
labour theory explains little or nothing. 

No equality can be established, as 
Marx attempted to do, between the labour 
embodied in a unit of currency and what it 
purchases. Not even the semblance of 
any such equality exists under the sterling 
exchange standard, for the gold value of 
the rupee has much varied during the past 
five years. 

^ Marx’s conception of ‘ value ’ is that 
of ‘ normal ’ price around which market 
prices fluctuate. There is good deal in 
common between Marx and Marshall, for 
Marshall also taught that, under certain 
conditions, the money measure of costs 
corresponds to real costs. But what that 
means is not easy to understand. 

Marx applied the conception of cost of 
production to labour-power itself — the 
worker’s daily subsistence constitutes the 
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standard for his daily wages. Indian ex- 
perience, however, suggests that for long 
periods wages may be below the subsis- 
tence level. It would be a humane law 
which guaranteed his subsistence to the 
human worker. No worker enjoys any 
such^ guarantee. But under favourable 
conditions wages may be sufficient to 
maintain a comfortable standard of living. 

Cost of productionof labour-power has no 
definite connotation. 

Marx’s system is chiefly concerned with Chapter ii 
the economics of a highly developed indus- 
trial country, where the worker has lost 
control over the instruments of production. 

Our economy is fundamentally different 
from that of an industrial country like 
England. Factory workers form less than 
one per cent of the total population and 
self -employers far outnumber wage-earners. 

The largest single class of agricultural 
workers in the Punjab is that of the 
peasant proprietor. The peasant proprietor 
works for no master, but lives perilously 
near the margin of starvation, if not ac- 
tually below it. Who exploits the peasant 
proprietor? 

^ The socialist immediately answers ; the 
capitalist, Le. the money-lender. Socialists 
m he Punjab and other Provinces have 
violently attacked the money-lender, and 
demanded the total cancellation of agricul- 
tural debts. 

But all interest cannot be condemned 

as exploitation. While inter^fit id 
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as a percentage on the money lent, it is 
really a payment for the use of capital 
goods. Money is turned into capital when 
it is used productively. 

Xhe cultivator cannot dispense with 
capital. He will need finance even in a 
socialist regime. The state will lend him 
machines and make advances in other 
forms. The cultivator will have to pay 
for the use^of capital, for if no charge were 
made, used-up capital could not be replac- 
eo, and it would not be possible to develop, 
extend and improve production. From the 
point of view of the peasant, however, 
there is no difference at all, except when 
the money-lender charges exorbitant rates 
of interest. 

Money-lenders’ stipulated rates are 
different from realised rates. The evidence 
collected by the Indian Central and Pro- 
vincial Banking Enquiry Committees shows 
that the net return to the money-lender is 
about equal to the rates of interest charged 
by co-operative credit societies. If the 
money-lender exploits the cultivator, so do 
co-opemtive credit societies, and this ex- 
ploitation will continue in the socialist 
regime. It is not inconceivable that the 
rate of interest under socialism in the 
beginning may be highe^ than at present, 
owing to the necessity of building up 
capital resources. But this is no exploita- 
tion at all. 

Cancellation of debts would destroy 
money-lending. Who is to take the place 
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gold, sold by pea^L 

dues, CoopS “1? 

Iffld money every year W th®® 

of the land revenn^^oL Payment 


toe iaM revenup- - - — 

loans, made by these 
purpose have, L cerSm n 

Punjab, exceeded 
sum lent for all purposes 

of Pr?c:ri^S:f^^^^ the fan 
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the peasants revenue-pa3?ing capacity un- 
affected ! ■ ■ ■ . ^ 

In the Punjab, Government dues (land 
revenue and water-rates) form about half 
of the total cost of cultivation. Agricul- 
tural costs are inelastic because of the 
high level of land-taxes and the rigidity 
with which they are realized. 

New principles of assessment have 
been introduced in the Punjab, which will 
be copied in other provinces. The sliding- 
scale system of assessment is a fraud. 

Under this system the rate of assessment is 
based on assumed commutation prices 
which are higher than actual prices, but 
remissions are granted every year according 
to the difference between commutation and 
actual prices (other things being equal). 

But costs of cultivation do not fall in the 
same proportion as prices. The new prin- 
ciples of assessment totally ignore the be- 
haviour of costs when prices are varying. 

It is mathematically certain that^ under the- 
new system, the land revenue will exceed 
one-quarter net assets, and that in many 
cases it will, allowing for remissions accor- 
ding to the fall of prices, absorb the whole 
of net assets where net assets exist. 

Socialist fury is directed against the Chapt«r III 
money-lender because of the socialists' 
faith in class-war as the means of estab- 
lishing a socialist State. We, therefore, 
proceed to examine the role of class- 
struggle in the Marxian system. 


XV 
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Class-struggle is a product of dialecti- 
cal materialism. What is dialectical materi- 
alism ? 

Dialectic is a method of reasoning. 
Engels distinguished Marxian dialectic on 
the one hand from the method of the natural 
sciences, and on the other from meta- 
physical reasoning. The Marxist regards 
things and events as real and as part of 
a world-whole. When dialectic is applied 
to history, we see in the march of events 
‘'the development process of humanity,” 
and we seek to discover the laws of change. 
The idea of class-struggle as the dominating 
force in history was suggested to Marx 
by the worker’s rising at Lyon in 1831 and 
subsequent labour agitation resulting in the 
Chartist rising in England. The warring 
classes of society are the outcome of 
economic conditions, or the mode of 
economic production, which is the real 
foundation on which rests the whole super- 
structure of legal and political institutions, 
and which is also at the root of religious, 
philosophical and other conceptions of every 
historical epoch. 

It is emphatically not true that the 
whole of history is the history of class- 
struggles. There are also other forces at 
work. ^ The principle of struggle for exis- 
tence is of much wider application than 
that of class-struggle. Evolution is the 
theory of the development processes not 
only of humanity, but of all living and non- 
living things. We have thus two mated- 
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alistic dialectics, of Marx and Darwin. 
Which of the two is more worthy of accep- 

stance 

There are many facts of history, 
war and conquest, which are explained by 
the struggle for existence, but not by class- 
struggle. 

Further, the struggle for existence 
among nations, which has grown, more 
bitter than ever before, indicates the need 
for class unity. Particularly for a dependent 
country struggling to become free, class- 
war is the path of eternal serfdom and 
annihilation. 

Even if the whole world turned 
socialist, and, what is impossible, a class- 
less world society came into being, the 
struggle for existence would continue. 
The growth of numbers in different coun- 
tries can never be equalised, and unequal 
rates of growth must give rise to the 
struggle for existence, even if it could be 
temporarily suppressed. 

The attitude of Marx and Engels to- 
wards the struggle for existence was 
critical. Engels vehemently protested against 
the transference of theories from organic 
nature to history. ‘'The view of past 
history as merely a series of class- 
struggies/* he wrote, "suffices to show 
the conception of the same history as a 
weak ^ variation of the struggle for exis- 
tence in all its shallowness.’* He viewed 
the struggle for existence and class strug- 
xvii 
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gle as two independent principles with two 
independent spheres of operation. 

But in this Engels was clearly mis- 
taken. Man is a part of organic nature, 
and is therefore, not immune from the 
struggle for existence. And the whole 
process of the struggle for existence and 
natural selection, in the case of man, as 
in that of lower animals, is unintelligent 
and heartlessly cruel. 

That there is a conflict of class-inter- 
ests within a society cannot be denied. But 
it is the duty of the State to harmonize 
conflicting interests. 

There would be little objection to 
class-war if India were a free country, and 
isolated from the rest of the world. But 
the struggle for existence and the necessi- 
ties of the political situation demand a 
different course of action. 

The chief content of swaraj is 
economic. There is a conflict of economic 
interests between India and Britain, shown 
by the economic policy of the Government 
during the past 75 years, and particularly 
by the inclusion of * safeguards’ expressly 
designed in British interests, in the new 
constitution. The struggle for swaraj is 
notfmerely the struggle of Indian labour 
against British capital. The loss of India 
would impverish both British capital 
and labour, just as both Indian labour and 
capital stand to gain by swaraj. Our 
struggle is no class-struggle, but a national 
struggle for existence. And in a national 
) . ' xviii 
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, Straggle for existence, 'victory belongs to a' ’ ' 
united people with the Will to Survive, not 
to a people fighting among thehiselves. ' 

The object of class-war is to produce Chapter IV 
a class-less society. Is the ideal of a class- 
less society realisable ? 

A communist society is a real class- 
less society, for in such a society there 
are no differences in individual incomes or 
wealth. Individual incomes and wealth 
cease to have a meaning where all goods 
are owned in common and where every 
one labours according to his faculties and 
consumes according to his needs. 

The communist ideal is consistent with 
the highest forms of religious idealism. 

Real communist societies have existed 
in the past. The Amana Society, founded 
in 1714 in the State of Iowa (United 
States of America) is an example. ‘^Their 
State was not conceived as ideal in an 
economic sense, but as a State in which 
no importance was attached to economic - , , 
or worldly matters” (Diehl). This is com- 
munism deriving its inspiration from re- 
ligion. The members concentrate on 
Heavenly rewards, and deliberately limit 
their physical needs. 

Economic communism is different. 

There is no indifference to material goods. 

or comfort, but still there is consump- 
tion according to needs, How^ is that 
possible ? 

We assume that there is super- abund- 
ance of all goods, and therefore everyone 
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may take from the common ' store what 
he needs. Will not some be tempted to 
take more ? The communist answers : 
“Certainly not.” He idealises human nature. 

There is no equality of incomes or 
wealth in Soviet Russia. The standard of 
payment is piece-work rates, which are 
in some cases even progressive. This 
means that the incentive of private 
monetary gain is more fully exploited in 
Russia to increase the productivity of 
labour than in capitalist countries. Except 
by sophistry, it is impossible to reconcile 
such systems of wa^p-payment with the 
communist slogan : “from each according 
to his faculties and to each according to 
his needs.’^ Consumption is not according 
to needs when it is determined by un- 
equal incomes. Piece-work rates are 
based not on the needs of the wage-earner, 
but his value to the employer. 

There is a frank, straight-forward and 
unsophisticated account of distribution in 
a communist society by Engels in 
Duehring* Herr Duehring had gone far 
enough, but his * socialitarian * system 
still fell short of the communist ideal. 
Herr Duehring admits ‘the equal right to 
consume ’ corresponding to ‘ the equal 
obligation to produce.’ Wages are neces- 
sarily the same for all’, with the exception 
that extra effort is rewarded with special 
recognition and honour. But Herr Duehr- 
ing permits inheritance, and money is used 
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in his commnne. Hoarded wealth, how- 3 

ever, is not used to earn an income, since ' | 

all means of production are owned by 
society. Further, money is merely a token, 
expressing Marxian ‘ value ’ in the form 
of prices. 

Engels, however, accepts no compro- 
mise in regard to money or exchange. 

A communist society has no use for the 
‘ value ’ form of products : ‘‘ To seek to 

abolish the capitalist form of production 
by establishing * true value ’ is therefore 
equivalent to attempting to abolish Catho- 
licism by establishing ‘the true’ Pope.,...,*’, 

Money, exchange and commodities go 
together. Money drags goods into ex- 
change. Money and the commodity form ; 

“ dissolve the community into a mass of 
private producers ’* (Engels). If, in 
addition, there is hoarding and inheritance, 
there is still less reason to talk of a com- 
munist society. 

Soviet Russia made an attempt to 
realise the true communist ideal in 1918-21, 
when workers were losing interest in money 
wages, and money was losing its function. 

But the great experiment failed, as it was 
bound to fail. 

Economic communism can never 
succeed. The ideal of a real class- less 
society is unattainable, except by small com- 
munities whose members, under the ins- 
piration of religion, have developed the 
requisite degree of indifference to worldly 
goods. 
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. ' /There will myer be super-abundance 
of all objects of human desire. Human 
needs are indefinitely extensible. In a 
capitalist society prices limit demand and 
bring about , the adjustment of supply to 
demand. “Free utilisation of the resources 
of . society (Engels) implies the absence of 
money. If money is introduced, free “utilis- 
Ation of the resources of society goes, 
goods are turned into commodities, money 
circulates as under capitalism, it may be 
saved and hoarded^ borrowed and lent, or 
^ invested abroad. Ail the germs of capita- 
lism are present. Nothing depends on the 
form of exchange. 

The communist ideal is religiously 
noble. But it is irrecoociliable with the 
. materialistic outlook of communism. There 
is no * synthesis ’ of this * thesis ’ and anti- 
thesis 

The theory of scientific socialism is Chapter V 

fundamentally unsound. The genesis of 

Indian socialism does not lie in the labour 

theory, which is dead ; in the theory of 

surplus value, which is equally dead ; in the 

theory of class-struggle, which is worse 

than useless since it ignores the struggle 

for existence ; or in the economic ideal of a 

class-less society, which can never be 

realised, India is attracted by socialism 

because a socialist planned economy is the 

‘only ^ means of Drotertinp’ mriii 
, _ . ■ , . Jr*- tiic luidii masses 

^gainst the ruinous effects of the agricul- 

uml revolution. Economic planning in 

iBdia will have three main objects: (a) 
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increasing production with modern appli- 
ances, (6) achieving an evenly balanced 
economy, and (c) stimulating demand. 

Indian socialism must be adapted to 
Indian requirements. Imported slogans 
have a very limited value for us. India 
is not a largely feudal country and our 
masses are not international in outlook. 
Internationalism may be a higher ideal, but 
Indian socialism must be intensely national, 
since there is no socialism without swaraj. 

The practical issue before the country 
is not the form of the socialist State, but 
swaraj. All controversy about the form of 
the future State is futile. When the new 
State comes, it will know what to do and 
how to do it. If it is not coming at all, 
there is still less reason for engaging in a 
fruitless controversy. 

It is necessary to organise the peasants 
for swaraj. And in dealing with peasants 
we must remember that no form of social- 
ism which they view with suspicion has 
the slightest chance of being accepted or 
worked by this country. 
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EXPLOITATION 


ivCCOEDlNG to Marx the value of a good is 
determined by the socially necessary labour- time 
incorporated in it. This view forms the basis of 
the Marxian theory of exploitation. 

A spinner buys 10 lbs. of cotton at 10s. The 
price of cotton represents a certain amount of. socially 
necessary labour. Spinning causes wear and tear 
of the spindle, say a value of 2s. , If the quantity 
of gold repiesented by i2s. is produced in two days’ 
labour, then the raw material and wear and tear of 
machinery are equal to two days’ labour. 

Suppose the value of the labour-power sold is 3s. 
for 6 working hours. “This means,” says Marx 
that 6 hours’ labour are required to produce the 
a\'erage amount of the means of subsistence daily 
required by the worker.”^ In 6 hours the worker 
transfoiins the cotton into yarn. The value added 
by him to the cotton is thus 3s. The total value of 
the product is 2k days’ labour. The gold value 
corresponding to this is 15s. , . . . 

^ Capital, Vol. I. Translation edited by G.D.'H. Cole. • 
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Our capitalist is flabbergasted istaisi). He 
earns nothing for himself, for the price at which 
yarn is ' sold, l|s. per Ib., corresponds exactly to its 
' value, leaving nothing for him. He makes a claim 
to a share in the value produced. Can the worker/’ 
he asks, produce commodities out of notiiing ? 
Did not I provide him with the materials by means 

of which alone his labour could be embodied ?, 

Am I to get nothing for these services ? Thus 
the capitalist. But Marx asks : What about the 
worker? ‘‘Did not the worker pay you service 
for service, by turning your cotton and spindles into 
yarn ? ” He paid his worker 3s. and a value exactly 
equal to 3s. was added by the worker to cotton in 
turning it into yarn. Thereupon the employer 
exclaims, “ Have not I myself worked ? Did not 
I do the work of superintendence ? ” This outburst 
only makes his overlooker and manager shrug their 
shoulders. 

There is no profit for the employer if 3s. are paid 
for a 6 hours’ labour-process. He^ therefore, provides 
means of production requisite for a 12 hour labour- 
process, paying the worker not more than 3s. as 
before. In 12 hours, 20 lbs. of cotton are trans- 
formed into 20 lbs. of yarn. Raw cottons costs 20^. 
and wear and tear is represented by 4s, In all 20 lbs. 
of yarn embody 5 working days (raw cotton and 
wear and tear of spindle 4 days, and labour one day), 

® Capital, VoL I. Translation edited by G.D.H. Cole 
Vol. Lp. 185. 
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and the value of the yam is 30s. But the employer 
has spent only 27s. “The value of the product 
is one-ninth more than the values advanced to effect 
its production,” says Marx. “As a result 27s. have 
been transformed into 30s. A surplus value of 3s. 
has been added. The trick has at last been successful, 
money has been changed into capital.” ^ 

Surplus value thus appears as unpaid labour. 
This is the fundamental view of profits presented in 
Capital Vol. 1. There is no change in the essential 
character of surplus value as unpaid labour in Capital 
Vol. Ill, but Marx modified his argument to meet 
an obvious objection. This objection is known as 
“The Great Contradiction.” 

In Vol. I we are concerned with the individual 
capitalist. He engages labourers and forces them 
to overstep the bounds of necessary labour-time, 
thus causing the production of surplus value. ' The 
actual wages paid Marx calls variable capital. 
Since surplus value is determined by the surplus 
portion of working days (which is not paid for), 
it follows that the ratio between surplus value and 
variable capital (wages) is the same as the ratio 
between surplus labour and necessary labour. If we 
call surplus value S and variable capital V, then 
S _ S urplus labour 
V Necessary labour 

Vo! / edited by 'G.D.H. CoJe, 
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The rata of *:surplus value is clefiBecl in Cupitalt 
■Vol. I,- as '^^tbe degree of exploitadoii of labour- 
power by capital, or of the exploitation of the worker 

by the capitalist/' 

When the labourer works half of every day for 
himself, and the other half for the capitalist, tlie 
degree of exploitation, or the rale of surplus value, is 

100 per cent 

Now if /his account of surplus value is correct, 
it follows that businesses in which the proportion of 
variable tO' constant capital is higher should show 
more profit than others in which this proportion is 
jower. The degree of exploitation being the same, 
say 100 per cant, more labourers would create more 
surplus value. 

■ ThC’ organic composition of capital in diflereiit 
businesses is different. We have seen that by variable’ 
capital Marx means just the wages paid. Ills variable 
capital has’ a narrower connotation than circulating 
capital, which includes raw inatatial and wear and 
tear of machinery. Including raw rnaterial and 
depreciation in constant capital, the total capital of 
one firm may be composed of 90 per cent constant 
and 10 per cent variable capital, and of another 10 
per cent constant and 90 per cent variable capital. 



lOv produced, with the same' degree of exploitation 
^ of labour, the same amount of surplus value or, profit 
as a capital consisting of the percentages 10c + 90 v, 
then it would be clear as day light ''that 'surplus value 
and therefore value must arise from a source other 
than labour, which would deprive political economy 
of every rational basis.” ^ ' 

How does Marx answer the objection? We 
shall use his own illustrations, 

We take five different spheres of production, with 
different organic compositions of capital but the 
same rate of surplus value, as shown in the following 
" table' ■ ' ' ' ,■ ■ ■ 

Capital. Surplus Value of Rate of 

pius value, value product. profit. 


100% 

20 

120 

100% 

30 

130 

100% 

40 

140 

100% 

15 

115 

100% 

5 

105 


It is seen that while the rate of surplus value 
is the same, 100% in each case, the rate of profit is 
different. 1 he rate of profi,t is found by comparing 
the total value of the product with the total value of 
capital consumed in production (100 in each case). ; 
The production sphere III has the highest proportion 
of variable capital, 40 per cent.. The degree of 
exploitation of labour in this case being the same as 

Das KapUal Vol. Ill, Part 1, p. 127 {Hamburg, 1919). 
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in the Other cases 
is 40 per cent. - 

The -total capital of the five spheres of production 
(or firms) is 500, the total surplus value produced by 
them is 110, and the total value of the products 610. 
The total capital of 500 is equal to 390c+110v, or, 
in percentages, 78c + 22v. If we regarded each of 
the five capitals as one-fifth of the total, then the 
average composition of capital would be 78c4*22v, 
On an average surplus value would be 22, the rate of 
profit 22 per cent, and the average value of the 
products of the five capitals, 122. 

But, to follow Marx again, it is not correct to 
assume that cost price in each case is 100. When 
the proportion of constant to variable capital is high, 
as 4 : 1, the whole of constant capital may not be 
consumed, or may not reappear in the value of the 
product. The following table shows different cost 
prices when the consumption of c is different in 
different cases : 


the rate of profit 


Capital. 

Rate of 
surplus 
value. 

Sur- 

plus 

value. 

Rate 

of 

profit. 

Consu- 
mption 
of c. 

Value 

of 

goods. 

Cost 

Price 

I. 

80c-l-20v* 

100% 

20 

20% 

50 

90 

70 

H. 

70C+30V. 

100% 

30 

30% 

51 

ill 

81 

III. 

60c-f40v. 

100% 

40 

40% 

51 

131 

91 

IV. 

85c+15v. 

100% 

15 

15% 

40 

70 

55 

V, 

95c4- 5v. 

100% 

5 

5% 

10 

20 

15 

Total 

:390c+110v. — 

lie 

110% 




Average ; 78c-f 22v. — 

22 

6 

22% 


— 

— 
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Let us take capital V as an, example. Of 95c, 
10 is cousumeci Adding to 10 tbe wages paid, 5, 
and 5 of the surplus value produced, the value of the 
product is 20. The rate of surplus value is 100 pet 
cent, cost price 15 (lOc + Sv) and the rate of profit 
5 per cent on the total capital employed (95c + 5v). 

It is again seen that, on an average, the compo- 
sition of the five capitals regarded as one is 78c+22v, 
surplus value is 22, and 22 per cent is also the rate 
of surplus value. If this surplus value were equally 
divided among the five capitals, the prices of goods 
will be as under : 


Prices Rato Difference 

of of of prices 

goods; profit, from value. 


Value 

of 

goods. 


Surplus 

Vetiuo. 


I. 80C-I-20V, 
II. 70C+30V. 

III. 6Gc-f40v. 

IV. S5c4-15v. 

V. 95c + 5v. 


In spite of the different organic composition of 
capitals, the rate of profit is the same in each case, 
22 per cent. How is this remarkable result achie- 
ved ? Surplus values are different — they vary with 
the proportion of variable capital to constant capital. 
Values of goods and cost prices are the same as in 
the preceding table. But goods are sold at prices 
which in some cases are higher and in others lower 
than their values. For example capital 11 is 70c+ 
30v. The goods produced by capital II are sold at 
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prices which fall short of value by 8 ; the defect in 
the case of capital III is 18. But where the .propor- 
tion of constant to variable capital is higher, goods 
are sold at prices which exceed their value. 

That is how Marx , solved “ The Great Contradic- 
tion.” The organic composition of capital varies 
from business to business and from industry to 
industry, but the rate of profit in all businesses and 
industries tends to be equal. Marx sticks to his origi- 
nal thesis that labour alone produces surplus value. 
If more labour is employed in any business or 
industry, more surplus value is created. “ In accor- 
dance with this, rates of profit ruling in various 
branches of industry, are, in the beginning verj' 
difierent. But these difierent rates of profit are, 
through competition, equalized to a general rate of 
profit, which is the average of all these difierent 
rates.” The total profit of a business in which 
more capital is invested is greater in proportion to 
the amount of its capital, but the rate of profit is 
the same for all. Marx compared capitalists to 
shareholders in a huge joint-stock enterprize. The 
rate of profit or dividend is the same for all share- 
holders, but the amount of profit, or dividend, varies 
according to the number of shares orvned by each.^ 

^ The rate of profit is the same because businesses 
or industries with a lower organic composition of 

‘ (Hamburg, 1919 J. 
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capital (lower proportidu of constant to variable 
capital),, sell their goods helow their value, apcl hush 
iiessss and industries with a higher organic composi- 
tion of capital sell their goods above their value, as' 

_ is shown in the last table. ■ ■ - , 

Is this explanation of ‘^The Great Contradiction^ 
satisfactory ? 

W. Gelesnoif; University Professor at Moscow, 
was not entirely convinced. How equalisation of 
profits in different spheres of production comes about 
in spite of different compositions of capital — to this 
question/’ says Gelesnofif, “ Marx gives no clear ans- 
wer/’^ One may complain with Gelesnoff that Marx 
does not tell us how and why in the process of profit 
distribution, the goods of one firm are always sold 
below their value, and of another above their value* 

There are two main steps in the argument First 
there is the statement that spheres of production, or 
branches of industry, or firms in which there is a 
higher proportion of variable to constant capital, enjoy 
more surplus value than others in which this propor- 
tion is lower* If they could retain all this surplus , 
value, or show a higher rate of profit, the truth of the 
labour theory and of exploitation in the Marxian sense 
would be established. But the second step in the 
argument shows that all profits are pooled together, 

^ Grundzttege dm* Votskswirtschaftslchre, by G, WT; 
Gelesnoff, Berlin* 1918, p. 237. 
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u Lfidi me actuai rate of pront enjoyed by a firm has 

nothing whatever to do with the proportion of its 
variable to constant capital. One may admit the 
tendency towards equality in the rates of profit of 
various firms, hut it has not been shown that firms 
Winch employ more labourers do 
earn more profit. It remains an 

According to Boehm Bawerk, Marx 
not in close touch with facts 
in one direction, facts go in anoti 


as a matter of fact 
assumption.,/^ 

's'^:system',,'is' 
,„'/‘:;The'system' nins; 
r,” he wrote, and '■■in 
that Marxism had 

said . But in the event it was the Austrian Empire 
the Emperor, his Minister of Finance, and the 
theoretical constnictions by which the Minister ex 

Emnf 

c»nS™ ; r» “ •!» 

procT*' Polios 

XT ti: place, not only 

when there is a sudden glut “but habitually as 

between industries using different proportions of 

7 sounds remote from realitv a a 

.u this reaUy doe, happ„. Man’s s„l„,io„ 

(GolIanSt^p^gsT^ Crisis, Cheap edition, 

i'" Ibid. p. 219 . 
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tight “ The • solution is complete/* Firms 
which use much variable and little constant capital 
do mf^he much more surplus value’ or profit than firms 
which use capital of an opposite composition/* 

It may seem as if the controversy can never be 
settled* Marxists insist that the less mechanized 
firms do make more profits, which their critics deny. 
In a given economic system,, or a given society, it is 
neither possible to prove nor to disprove such a 
contention, on account of the pooling of all profits 
and the existence of an average rate of profits. 

But there is no pooling of profits as between 
different countries. The rate of profit may be different 
in different countries in different stages of economic 
evolution. Take, for example, India and England of 
Marx’s time. Our industrial organisation has much 
improved during the past twenty years. . But fifty 
years ago we had only the beginnings of an industnai 
system. Much more labour per unit of capital goods 
was used in the Indian cotton industry than in Lanca- 
shire. Our capital was of a lower organic composition 
than British capital. Then whatever our rate of 
profit was, it was distinct from the British rate of 
profit. The capital invested in the Indian cotton 
mill industry was almost wholly Indian, and there was 
no pooling together of profits in Bombay and Lanca- 
shire-— no tendency towards a general or uniform rate 

^2- The Nature of the Capitalist Crisis^ Cheap edition, 
(Gollancz), p. 220. 
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,of profit as between Bombay and Lancashire, such as 
exists, in a given society or a given economic system. 

Here is then a test provided for the truth oi 
falsity of the Marxian- theory of exploitation, which 
connects a high rate of profit with a lorver organic 
composition of capital. The test is a vaiid one. A 
theory which cannot be put to a test in a given econo- 
my on account of the tendency towards equalisation 
of profit, may be applied to different rates of profit 
in two different economies, with different organic 
compositions of capital. 

Would Strachey accept such a test ? I do not 
know. Marx did. The passage in which he compares 
surplus values in European and Asiatic countries is so 
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“ This is particularly important when international 
rates of profit are compared with one another. In a 
European country the rate .of surplus value is 100 per 
cent, that is, the labourer works half of a day for. 
liimself, and the other half for his employer ; in an 
Asiatic country it is 25%, i.e., the labourer works 4/5 
of a day for himself and 1/5 for his employer. In the 
European country, however, the composition of 
national capital is 84c+ 16v, and in the Asiatic country, 
where few machines etc., are used and a given quanti-’ 
ty of labour-power productively consumes a relatively 
small amount of raw material in a given time, the 
composition is 16o+84v. We have thus the following 
account : ’ ' ^ . 

“ In the European country t!ie value of ' the ' 
product= 84c + 16v+ 16s= 116. Rate of Rro)5t== 
16/100 = 16%. , . 

" In the xAsiatic country the value of the product' 
— 16c-f84v+21s= 121. Rats of profit=21/l00=2l%. ; 

The rate of profit in the Asiatic country is 
thus more than 25 per cent greater than ip" the 
European, although the rate of surplus value in the 
former is four times smaller than in this, Careys, 
Bastiats and all the rest will conclude just the 
opposite. . ■ ' . 

**This incidentally; different national rates/, of 
profit will in most cases rest on * different ffatfonal 
rates of surplus value ; in this chapter, however, we 

", . . ' ■ 13 ■ " : :v';' 
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shall compare unequal -rates of profit which arise 
from the same rate of surplus value.”^^ 

According to Marx there are different national 
rates of profit based on different rates of surplus value. 
The figures given in the numerical illustrations are^ 
of course, imaginary. We do not know which Asiatic 
country Marx had in his mind when he constructed 
these examples, but with certain modifications the 
figures would apply to India of 50 or 60 years ago. 

Marx supposed that the rate of surplus value was 
100 per cent in the European country, but only 25 
per cent in the Asiatic countr^^ that is, while in the 
European country the labourer worked unpaid for 
half a day for his employer, in the Asiatic country he 
worked 4/5 of a day for himself, and only 1/5 of the 
day for his employer. That was not true of India 
of those days. The degree of exploitation of Indian 
labour in the cotton mills of the Bombay Presidency 
was certainly much higher than that of the Lancashire 
working man. 

The Factories Act of 1881 fixed 7 and 12 as the 
limits of age for children, and nine hours as the 
limit of their work. Hours of work for persons over 
12, whether male or female, were not fixed by law. 
Factories generally worked from daydiglit to dark, a 
period which varied from 111 to 14 hours, with a 
very short interval of about 15 or 20 minutes. The 

Das Kapital. VoL HI, Part I, pp. 1^8-29. 
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average hours of work of persons of different ages in 
Bombay were as shown below : — 


Bombay England 

Male over IS 12 J 10 

Female over 18 11 J 10* 

Persons between 14 and 18 12:^ 10* 

„ ,, 12 and 14 12$ 5* 

„ 10 and 12 9* 5* 

M ,, 7 and 10 9* not at all/ 


Those marked with an asterisk were regulated 
by., law.: : 

The Bombay Factory Commission made an 
iiivestiga lion into working class conditions in 1885. 
In their report the Commission compared working 
conditions in England with those in India to the 
disadvantage of the latter. Instances of overwork 
in industries in England in which men formed the 
majority of hands employed, were unknown. “ Men 
may be worked overtime, night time and even on Sun- 
days so far as the English Factory Law is concerned, 
but in practice,” said the Commission, “ shortening the 
hours of the protected classes (children, young persons 
and women) has just as effectually compelled the 
shortening of the hours of work of the men as if the 
latter had been directly dealt with.” The Commission 
were astonished to find that the Indian Factory Act 
did not prescribe the maximum limits within which 
regulated labour was to be taken, and there was no 
mention of women and young persons whatever. 

15 
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ChiliJren only between: 7 and 12 years of age were 
; protected “ and that mdst 'inefficiently “The result 

of these omissions- is,” said the Commission, “ that 
women can be worked as long as men, or from 
sunrise to sunset— that is, Hi hours a day or 80.J 
hours a week, in the cold weather, and 14 hours a 
day, or 98 hours a weak in the hot weather, and if 
artificial light is used, they may be worked day and 
night for days consecutively, and that such excessive 
labour is exacted in the small ginning and pressing 

■ factories of Khandesh is distinctly proved by the 
.evidejace before us,’* 

On the average 15 holidays were given through- 

out the year, while in England, besides 10 holidays, 

■ diere ware 52 Sundays and 52 half Saturdays, mak- 
ing a total, of 88 days altogether. “The diffe- 
rence is striking,” said the Commission. 

We should not be far wrong in supposing that 
^ uhder the conditions of employment and wage-pay- 
, ments then, the Indian labourer worked for 6 hours 
•for- himself and 12 hours for his master. But for the 
, sake of argument let us assume that the degree of 
exploitation of Indian labour was only 25 per cent 

■ greater than that of the Lancashire worker. 

The organic composition of Indian capital may 
not have been so low as suggested in Marx’s example, 
16c+84v. ' It riiay have been 40c-|-60v. We have 

■ thus the following reconstructed example : 

In the European country, say England, 

• . 16 
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84c+16v4'16s=I16. 

16 per cent. 


The value of product = 

Rate of profit = 

In India : 

The value of product = 40c + 60v+ 75s = 

Rate of profit = 75 per cent, 

VT . f for India is much higher than 

^aixs fisfnrefor an Asiatic country, 21 per cent. 
But It would be higher still if the organic composition 
01 Inaian capital then was 16c + 84v. 

The rate of profit is high on account of the 
higher degree of exploitation of labour in India. If 
the same rate of exploitation is assumed for both 
countries, the rate of profit would be 60 per cent • 

The value of the product==40c + 60v + 60s= 160. 

Rate of profit — 60 per ^ 

We may put the proportion of c to v still higher. , 
That would reduce the rate of profit. But given the 
same degree of exploitation of labour in England 
and India, and a lower organic composition of capital 
m India, the Indian rate of profit, according to the 
Marxian theory, must be substantially higher than 

tile Eiighsli. 

40C“f-’60v-f-60s = 160. 

45C"f*55v+55s « 155. 

50c-f 50v"f*50s « 150. 

55c“f-4.5v + 45s = I 45 , 

60c4-40v-f-40s ~ 140. 


Rate of profit 
Kate of profit 
Rate of profit 
Rate of profit 
Rate of profit 


6074 

55 % 

50 % 

4574 

40% 


Marx s reasoning leads one to conclude that the 
rate of profit in Indian manufacturing industries in 

17 
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‘the free trade' regime was two or three times , higher 
than in England* 

■ The Indian cotton mill Industry has made rapid 
progress in recent years. In 191344 the output of 
Indian mills was 1164 million yards of piece-goods 
as compared with imports amounting to 3197 million 
yards. At the present time Indian mills are produc- 
ing on the basis of 3500 million yards per annum, 
while total imports of piece-goods in 1935-36 amounted 
to 946 million yards. The proportion of Indian 
output to imports in 1913-14 was 100 : 275 ; at present 
it is about 370:100. 

In 1879-80 there were 58 cotton mills in existence, 
with a rupee capital of 5y crores, and 13,307 looms 
and 1,470,830 spindles. The mills gave employment 
to - 39,537 persons. In 1932-33, 325 cotton mills 
were, working in the whole of India with a paid-up 
capital of 38 crores, and 180,705 looms and over 
9 lakhs Of spindles. The mills gave employment to 
about 4j lakhs of persons daily on an average. 

Average imports of cotton piece-goods from, 
1896-97 to 1900-01 were 1219 million yards, and 
average home production in the same period was 320 
million yards, or one-fourth of imports. This period 
includes two severe and widespread famines which 
caused heavy mortality. Average imports from 1876- 
77 to 1880-81 were larger, 1356 million yards* Horne 
production was probably less than 320 million yards. 
Figures of home production for this period are not 
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avaiiaWe, but their- proportion , to imports must have 
been less, not more than that for 1S96-97 to 1900*01. 

Indian industrial development dates from the 
Great War. Stimulus was given to /industrial 
development by the adoption of the policy of 
discriminating protection in 1924. Protection laid 
the foundation of new enterprises and assisted the 
expansion of old enterprises. 

Assuming that the average rate of profit in Indian 
manufacturing industries under free trade was two or ' 
three times higher than in England, it is difficult" to 
understand why maniifacturing industries did not 
succeed in attracting the capital they needed for 
development. On this point there is not the slightest 
room for doubt or difference of opinion. We bad 
only two large manufacturing industries, jute and 
cotton. For manufactured goods generally we were 
dependent on imports. ^^The list of industries/' wrote 
the Industrial Commission, ‘'which, though their 
products are essential alike in peace and war, are 
lacking in this country, is lengthy and almost otnin- 
As regards capital, the Industrial Com- 
mission said : “The difficulty in raising capital for 
industries is mainly the’ measure, even in India, not • 
of the insufficiency or inaccessibility of money, but 
of the opinion which its possessors hold of, the indus- 
trial propositions put before them/'^'^ There was 

Report of the Indian Industrial Commission y 1916-1S. 
Pata SI, p. 55. 

ihidt p. 214, W . ' 
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no real lack of capital in India, bat Indian capital 
avoided manufacturing industries because profits were 
insecure. There is no other meaning of the charac- 
teristic "^shyness" of Indian capitaL 

One of the most forcible arguments in favour of 
protection was that it would remove want of con- 
fidence among the owners of capital and make profits 
secLire.^^ 

The Fiscal Commission did not overlook the possi- 
bility of attracting foreign capital. **These are very 
substantial advantages,” they wrote, a country 
the development of which in every direction is retard- 
ed by insufficiency of capital/ 

Nor were the Fiscal Commission mistaken. Pro- 
tection has removed the shyness of Indian capital, and 
increased the flow of foreign capital to India. In 
1922-23 the number of companies registered outside 
India but working in British India and Indian States 
was 720, and the amount of their paid-up capita! 
about £ 487 millions. In 1931-32 the number of 
companies had increased to 911 and the amount of 
paid-up capital to /‘756 millions. In rupees the 
paid-up capital of these companies increased from 
649 crores to 1008 crores, or by 55 per cent in this 
period. There is no doubt that this considerable flow 
of capital to India was largely due to our protective 
tariff. 

Report, Fiscal Commission, para 74. 

Ibid, p. 25: 
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Relevant facts about our 'tariflF history may next 
be noted* The general rate ,of duty levied on imports 
into India until 1860 was 10 per, cent ad valorem; 
almost all goods exported were taxed at the rate of 
3 per cent. The duty on imports was reduced to 
74 per cent in 1864 and 5 per cent in 1875. Duties 
on exports were gradually repealed and in 1875 only 
rice, indigo and lac were still subject to duty. The 
‘reform’ of the Indian tariff in accordance with the 
principles of free trade began in 1878. The duties on 
a great number of articles, including some of the 
coarser cotton goods, were remitted in that year, and 
in the following year the duties on grey cotton goods,, 
except those of the finer qualities, were repealed. In 
1882, with the exception of salt, all the remaining 
import duties were repealed. Financial pressure 
compelled the Government of India in 1894 to re- 
impose the tariff of 1875 with some modifications. 
In December 1894 a 5 per cent duty was imposed on 
cotton goods and yarns imported into India and a 
countervailing excise duty of an equivalent amount 
was imposed on cotton goods made in Indian power 
mills. Two years later the duty on yarns was re- 
moved, and both the duty on cotton goods and the 
excise were lowered to BJ per cent. The Tariff Act 
of 1894 was amended in 1899 with a view to check 
the imports of bounty -fed sugar from Germany and 
Austria-Hungary. With this exception there was no 
change until the revision of the tariff in 1916. 
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iWe are now in possession of all the relevant facts* 
India was a free trade conntry with a light revenue 
‘duty when the Great War broke out. She was in- 
'diistrially backward, with only two large manufactur- 
ing industries jute and cotton. There was capital in 
the country, but mostly lying dormant. Is it possible 
to reconcile these facts — and they are facts, not 
theoretical constructions, with an average rate of 
industrial profit in India equal to two or three times 
the rate of profit in England ? 

It is obvious that there is something radically 
wrong with the assumptions with which, we started, 
that surplus value is unpaid labour, and that the rate of 
surplus value being given (say 100 per cent), its mag- 
nitude, as Marx said, depends on the magnitude of 
variable capital. There might have been an average 
rate of profit in Indian industries as a whole, but 
national rates of profits, it is admitted by Marx, 
may be different — because different national profits 
are not pooled together. The facts of our industrial 
situation under free trade are not in harmony with 
the Marxian theory. The Marxian theory does not 
explain the facts. It breaks down completely. 

The Marxian system is thin and subtle like gossa- 
mer. It cannot bear the slightest touch of reality. 

THE LABOUR THEORY. 

The Marxian view of exploitation or surplus value 
is wrong because it is based on a wrong theory of 
value — the famous labour theory. 
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Things exchange for one anotherJn ‘certain ''pro- ‘ 
portions* 1 coat =20 yards, of linen, 10 lbs* of tea 
= 1 quarter of wheat, etc. Why ‘ . 

i\Iarx’s explanation is in terms of labour. If 
1 coo.l = 20 yards of linen, he argues, something must 
be common to both, or both must be equal to a third 
commodity, i,e»i labour* 

If 1 coat— 20 yards of linen, their prices must be . 
equal, say Rs. 5 for a coat and also Rs. 5 for the 
given quantity of linen. It follows that whenever the 
prices of two commodities are equal, the commodities 
embody equal amounts of labour. If a sewing machine 
costs Rs. 80 and a seer of sugar As. 4, then the labour 
embodied in a sewing machine is equal to that emodied 
in 8 maunds of sugar. 

The value of gold is determined in the same way ‘ 
as that of any commodity. Gold also embodies a 
certain amount of socially necessary labour- time: 
^‘Like any other commodity gold can only express the 
magnitude of its value in the form of a relation to . 
other commodities. Its own value is determined by 
the amount of labour-time needed for its production, 
and that value secures expression in the quantum of 
any commodity in which an equal amount of labour- 
time is congealed/’^^ And in a foot-note Marx quotes 
William Petty in his support 

Our difficulties begin immediately. Our silver 
rupees were of full value before the closing of the ' 

Ca^itai Vo! I, p. 67 (Cole). . 

23 



. v.ve are now in possession of all tber 
India was a free trade country with a 

™'y «vo lama 

Z “-i «>on. Thera ™ 

the country, but mostly lying 

to, reconcile these facts 
theoretical constructions, 
industrial profit 
the rate of profit 


dormant. Is it pc 
-and they are facti 

. . Jio average rj 

m India equal to two or three 
... in England? 

that »'ilh which we st, 

rnmlm V T labonr^and that the i 

su^lus value being given (say 100 per cent) c 

nitude, as Marx a centl, its 

variab e caolj ® 

-ay ,ba d 4 ,.t-blr. * ? * 

amabtpooled together, 1:1,1^0^01°“"°“'/“ 
s«c„ ppte fr«, trade « « ZZlZ" 

.rjsrt^ritbSthfd'r” “r 

cannot bear the slightest touch of r.«T:H, 



EXPLOITATION, ' 

Things exchange for one another in certain pro^ 
portions, 6.g; 1 coat =20 yards of linen, 10 Ifas, of tea 
= 1 quarter of wheat, etc. ^ Why ? ;' ; : 

Marx’s explanation is^ in- terms of labour. If 
1 coat =20 yards of linen, he argues’, something must 
be common to both, or both must be equal to a third 
commodity, i.e., labour. 

If 1 coat =20 yards of linen, their prices must be 
equal, say Rs. 5 for a coat and also Rs. 5 for the 
given quantity of linen. It- follows- that whenever the 
prices of two commodities are equal, the commodities 
embody equal amounts of labour. If a sewing machine 
costs Rs. SO and a seer of sugar As. 4, then the labour 
embodied in a sewing machine is equal to that emodied 
in 8 maunds of sugar. ^ ’ 

The value of gold is determined in the same way ’ 
as that of any commodity. Gold also embodies a . 
certain amount of socially necessary labour-time; 
“Like any other commodity gold can only express the « 
magnitude of its value in the form of a relation to 
other commodities. Its own value is determined by 
the amount of labour-time needed for its production, 
and that value secures expression in the quantum of' ■ 
any commodity in which an equal amount of labour- ' 
time is congealed.”’^^ And in a foot-note Marx quotes 
William Petty in his support. ■ 

Our difficulties begin immediately. Our silver, 
rupees were of full value before the closing of the '■ 

Capital Vol I, p. 67 (Cole). 
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mints :to the free coinage of silver in 1893. If a 
mauncl of wheat in 1890 cost 2 rupees, it was possible 
to argue then that the, labour embodied in a niamid 
of wheat was equal to that embodied in 2 tolas of 
silver. But the rupee became a token coin in 1893, 
and is a token coin now, that is, it does not contain 
16 annas worth of silver. There is no longer anj? 
equality between the magnitude of labour embodied 
in a rupee and that embodied in what the rupee 
purchases. Further, instead of using token rupees, 
we may use paper money whose intrinsic value is 
zero. Paper money, perhaps the reader will object, 
must be convertible. But why ? A currency may 
consist wholly of inconvertible paper, its amount 
being so regulated that it does not depreciate. An 
inconvertible paper rupee would have purchasing 
power in terms of commodities and services, but no 
relation could be established between the paper rupee 
and commodities and services in terms of labour. 

For foreign payments, the paper rupee would be 
convertible into gold. But it is not necessary that 
the gold value of the rupee should be fixed. The 
rupee has no fixed gold value now. Before we left 
the gold, standard, 18ii sterling was equal to ISd gold, 
or the gold value of the rupee was 8.4751 grains of 
gold. At present it is about 40 per cent less than this, 
or a little over 5 grains. During the past 5 years, or 
since 21st December, 1931, the gold value of the rupee 
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has fl.nctiiated considerably. The rnpee being linked 
to sterling, the gold value of the rupee has risen and 
fallen with sterling. It will continue to fluctuate 
until we return to the gold standard again, which 
may take many years. 

What does the rise and fall in the gold value of 
the rupee mean? Before 21st September, 1931, a 
given quantity of agricultural produce, or milk, or 
mithai^ or industrial products which cost a rupee, 
was equal to about 8| grains of gold, because the 
labour embodied in this quantity of gold was equal to 
that embodied in the agricultural products, milk, 
mithai etc. Agricultural methods have been revolu- 
tionized, and conceivably the average amount of 
socially necessary labour-time which a given unit of 
agricultural produce represents to-day is less than 10 
or 20 years ago. But there is no change m the 
methods of producing mithai ; our mithai does not 
compete with European sweets and the socially 
necessary labour-time which is incorporated in it has 
suffered no change during the past ten or twenty 
years. And yet a rupee worth of mithai now re- 
presents labour incorporated in 5 grains of gold as 
compared with about 8i grains before the abandon- 
ment of the gold standard by India ! Is it possible 
to account for this change ? Do five grains of gold 
to-day incorporate as much socially necessary labour- 
time as Si grains before 21st September 1931? 
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'There is no conceivable reason why' they, should. As 
in the case of manufactured products' generally, the 
,average amount of socially necessary labour required 
to produce gold is probably less to-day than before. 
Metallurgy has benefited from recent mechanical 
progress like other branches of production. 

When we return to the gold standard, the gold 
value of the rupee may be five grains, or any other 
rate may be chosen. If the rupee is stabilised at 6 
grains of gold, the gold equivalent of all commodities 
and services which a rupee procures, will change 
immediately. And if gold exports ceased, or Govern- 
ment left the rupee to find its own level, there is very 
little doubt that sterling exchange will fall. The gold 
value of the rupee may fall to 4 grains of gold or 
even less. * . , , ■ ' 

Labour is supposed to provide an absolute, 
objective standard of value. Of course there is 
nothing absolutely absolute in this world, A yard- 
stick moving in space in the direction of its own 
length at the speed of electrons would become shorter. 
But a yard-stick at rest, which is not affected by 
heat or cold, is an absolute, objective measure of 
length. Is labour such a standard ? No. Even if 
we were able to compare the qualities of various sorts 
of labour required to produce a given quantity of 
gold with'that incorporated in a given unit of. agricul- 
tural produce, milk, mithai or industrial products, 
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there is no fixed relation. between gold and commodi- , 
ties or services. 

The labour yard-stick '.with 'which we, set out 
to determine the value of all goods is found to be 
useless. It constantly becomes shorter or longer. 
Labour involved in producing any good cannot be 
reckoned in terms of labour involved in producing 
paper or token money or a given amount of gold. 

If we leave out gold, we are left with goods alone, ‘ 
and the ratios at which they exchange against one 
another. What is the explanation of these ratios ? 
This is the centra! problem of value. 

If 1 coat =10 niaimds of wheat, it is not necessary 
that the labour incorporated in the two should be 
equal. In fact it may not be possible to compare 
the labour incorporated in the two on a rational ba^is. 
Something else is common to both besides labour, 
and that is utility. It is in virtue of this utility or 
want-satisfying power that a coat may be compared 
with a unit of agricultural produce, or iron or steel,. , 
or even a piece of land which was not produced by 
labour at all. If a coat, 10 maunds of wheat and a 
square yard of land represent equal degrees of utility 
at the margin, they will be equal to one another. 
Their values may then be said to be equal, which 
values may be expressed in terms of paper money ; 
convertible or inconvertible, silver money, which is 
token money of full value, or. gold. .We are not 
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concerned at all with the labour which a given unit 
of money may or may not represent* 

Marx -was concerned with values produced by 
labour alone. But land possesses exchange value 
precisely in the same sense in which exchange value 
is possessed by any product of human labour. Land 
may be equated to any thingof value — coal, diamonds, 
or wheat, or milk. The equation, 1 acre of cultivable 
land= 1 motor cycle, cannot be explained in terms of 
human labour. 

Marginal utility explains more than the labour 
theory. Labour misdirected has no value because 
it fails to produce utility. Socially necessary 
labour ’’ is supposed to account for the non-appearance 
of even in this case. But the explanation in terms 
of utility is more convincing. 

the world needs 100 million bushels of 
wheat,’" argues Strachey, and its farmers produce 
150 rnhlion bushels, some of their labour was not 
socially necessary and did not, therefore, create, 
value.”^^ We are unable to decide whether labour was 
^socially necessary labour’ or not until the produce 
is brought to the market. If there is demand for 
the 150 million bushels of wheat, the labour of all 
farmers was ‘socially necessary’; if, on the other hand, 
supply is found to exceed demand and price 
falls, then we suddenly make the discovery that some 

The Nature of the Capitalist Crisist p, 167, 
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farmers’ labour was cot socially necessary I 

Tills is an exceptiona! case ia which ‘socially 
necessary labour’ also accounts for the fall of price 
due to over-production. Arguing similarly, a rise 
of prices owing to a sudden increase of demand 
may be explained by saying that, owing to the 
increase in demand, the goods concerned incorporated 
a larger amount of ‘socially necessary labour’ ! This 
is a wholly nem^ interpretation of ‘socially necessary 
labour’, for which Strachey deserves credit ! 

The labour theory explains the ‘ value ’ of corn- 
modities as distinguished from their prices. Marx’s 
conception of value is the same as that of normal ‘ 
price. Normal price is price in the long run. Market 
prices rise and fail, but they fluctuate around the 
level of normal price. 

“ The price of a thing,” Marx says, ** is the^ 
money name of the value embodied in that thing.” 
Money (gold) is itself a product of labour. . Price 
may thus be regarded as “the exponent of the value 
of a commodity.” If two quantities of socially 
necessary labour are respectively represented by 1 
quarter of wheat and £2 (nearly half an ounce of 
gold), then £%, the price of 1 quarter of wheat, 
expresses the magnitude of the value of the quarter of 
wheat. But price may rise to £2 or fall to £\.- The 
“possibility of a quantitative incongruity ^betwfeh 
price on the one hand and magnitude of value on the 
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^ Marx was an economic monist, -that is, he 
attempted io explain value- in terms of labour alone,, 
Marshall . was. a' rduaiist. '..Marshalhs analogy.. 
pair of scissors is well known. Value, according to 
Marsliall, is governed by utility and cost, both in the 
short and the long period. But the influences which 
preponderate in the long period are different from 
those which determine value in the short period. In 

of tha same kind, however the conditions of production may 
differ am,ong the individual producers. The market price 
expresses only the average amount of social labour iiecessary* 
under tha av erage conditions of production, to supply the 
market with a certain mass of a certain article. It is calcu- 
lated upon the whole lot of a commodity of certain description. 

“ So far the market price of a commodity coincides with its 
value. On the other hand, the oscillations of market prices, 
rising now over, sinking now under the value or natural 
price, depend upon the fluctuations of supply and demand. 
Toe deviations of market prices from values are continual 
but as Adam Smith says : * The natural price is the central 
price to which the prices of commodities are continually 
gravitating. Different accidents may sometimes keep, them 
suspended a good deal above it, and sometimes force them 
down even somewhat below it. But whatever may be the 
obstacles which hinder them from settling in this centre of 
repose and continuance, they are constantly tending toward it.’ 

**I cannot now sift this matter,” Marx continued. “It 
suffices to say that if supply and demand equiiibratti each 
other, the market prices of commodities will correspond with 
their natural prices, that is to say, with, their values as 
determined by the respective quantities required for the?r 
production. But supply and demand must constantly tend 
to equilibrate each other, although they do so .only by 
compensating one fluctuation, by another, a rise by a fall, and 
vice versa.*’ {Value, Price and Profit of Karl Marx, National 
Labour Press, London), pp. 26^7, ' ' 
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' th,e short period the influence of utility is more 
important than that of cost,' as supply can be increased 
only with the existing appliances for production, or 
with difficulty. In the long period there is a more 
permanent equilibrium between supply and demand. 
Price in the long period is determined by cost of 
production — with an increase of demand, price tends 
to fall, rise ot' remain constant according as the 
commodity in question is produced under the law 
of increasing, diminishing or constant return. But 
whether in the short or in the long period, both 
blades of our pair of acissors must be there. 

„ _ Does Marx ignore'- ' utility altogether ? No. He 
recognizes that the market price may rise or fall 
below the Value* of a commodity, as in the example 
;of' wheat given above. , His labour theory does not 
explain the oscillations of' market price ; the explana- 
tion may, therefore, be sought in utility.' But Marx 
did not trouble about that "explanation ; he was more 
interested in his theory of exploitation. .If pressed, 

A Marxist would admit, '(as admit he must) 'that 
marginal utility furnishes a complete explanation of 
such oscillations : this is a , logical deduction from his 
position that ** the law of supply 'and demand can 
cause the price of commodities to fluctuated’ 

Normal value is value in the proper Marxian 
sense. Normal value is governed by cost according 

®»LapMus and Ostrovityanov, OtiMine of Political 
Bcoftomy, p*-17. 
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to Marshall (demand being given). What is Mar- 

shall s idea of cost ? 

Marshall clearly distinguishes between money 
cost and real cost. The real cost of production of 
a commodity consists in the efforts and sacrifices 
involved m its production ; the sums of money that 
have to be paid for these efforts and sacrifices are 
money costs of production, or expenses of production. 

If money cost corresponds to real cost, or is a 
true measure of efforts and sacrifices, and if price is 
equal to money cost, price is determined by real cost. 

Professor Cannan has taken pains to trace the 
evolution of Marshall's thought on the relation of 
money cost to real cost between 1890 and 1923 from 
tte 1st to the 8th edition of Marshall’s Principles^ 
He IS perhaps inclined to attach too much importance ? 
to alterations and improvements of the text of the 
Principles. On the whole Marshall has been 
fairly consistent. All editions illustrate the “way in 
which efforts and sacrifices which are the real cost of 
production of a thing, underlie the expenses which are 
Its money cost.” All editions, however, proclaim the 
looseness of the connection between supply price and 
real cost of production. All editions suggest that 
in an age of change the equilibrium of normal demand 
and supply does not correspond to any precise’ 

(1st edition) or ‘distinct’ (8th edition) relation of a 

Review of Economic Theory. 
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certain aggregate of pleasure got from the consomption 
of a commodity and the aggregate of efforts and 
sacrifices involved in producing it. In the 6th edition 
Marshall added a paragraph to the last section of 
Book V, Chapter III, in which he explains that the 
capitalist employer , is directly concerned, not with 
efforts and sacrifices but the money payments that he 
has to make for them. When we consider costs 
from his point of view, we measure them in money. 
But from the social point of view “we are concerned 
with the real costs of efforts of various qualities, 
and with the real cost of waiting.” What is the 
relation between costs from the individual and from 
the social point of view ? Marshalls answer is 
clear : “ If the purchasing power of money has re- 
mained about constant, and if the rate of remuneration 
for waiting has remained about constant, then the 
money costs correspond to the real costs ; but such 
a correspondence is never to be lightly assumed.’’ 

There is no definiteness about Marshall’s con- 
clusion. Marx, on the other hand, endowed the 
tendency of price to coincide with ‘value’ with the 
force of a natural law. In some cases it is easier 
to adapt supply to demand than in others, that is, 
a longer period of time may be required to bring 
about this adjustment in some cases than in others. 
But, when the adjustment has taken place, price is 
an exact measure of the labour, embodied in a 
commodity. 
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The idea of the level around which market 

brr.n an interesting simile 

is abTut rh When class-work 

" begin, a bell is rung. Boys enter the 

' SSr’t?"'’ ^>ttle before and others a IMe 

nf 5®, bell. “The bell is the point 

^ price, determined by the 

St t 

wftich market prices are regulated. 

for '=°“'=epbon of ‘normal price’ has its value 

for academic purposes. It explains what tends to 

that in the actual economic world, at any given time 

an^rctutr^' 

live m a world of constant change, f.e., in which the 

relation of supply to demand is ever varying, causing 
fluctuations in prices. ymg, causing . 

•11 \ Jbeory of exploitation is needed which 
will take account of actual conditions; a theory 

whir 

mvthirair^ realised in the 

mythical long run, is of little practical use. 

Let us now return to the rate of profit in India ‘ 

under free trade. It was not high in .spite of 

the scandalous working conditions in Indian miUs and 

Outline of Political Economy, pp. 16-17 & 
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much use of variable capital in the Marxian sense. 
If it had been high, India would have become a 
great manufacturing country long before the Great 
War, and we should not have suffered as we did 
from the shortage of ail kinds of manuactured goods 
during the War, 

Wages were low then, and they ate low now. 
An enquiry conducted by the Bombay Labour 
Office in 1921-22 showed that the quantity of food 
consumed by the industrial workers in Bombay was 
insufficient. They consumed the maximum of 
cereals allowed by the Famine Code, but less than 
the diet prescribed in the Bombay Jail Manual. 
Wages paid for 18 hours work about 60 years ago 
were 4 annas daily. Why did workers accept such 
low wages ? Why did workers in 1921-22 work for 
wages below the subsistence level ? For it will be 
admitted that consumption which falls below the 
diet prescribed in Jail Manuals is consumption below 
the subsistence level. The answer to these questions 
was given by Mr. Wadia in his evidence before the 
Bombay Factory Commission of 1885— the women 
came from Satara and Khandesh where there was 
nothing for them to do. Most factory workers in 
India are drawn from villages. Sixty years ago they 
left their houses to seek employment in factories, 
as they do now, because some wages, however low, 
are better than no wages at ail. 

In the example given by Marx to explain the 
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production oi surplus value he assumes that the 
value of labour for one day, when the labour power was 

S in tTr ® hours’ labour were incorporat- 

ed m that sum. The worker’s daily subsistence const! - 
totes _the standard for his daily wages This is the 
value of his labour-power. This is the cost of 
production, or normal price of labour-power. 

That is how wages may be determined if the 
unseen hand” of the classical economists (in which 
Strachey seems to have faith) determined them. 
Indian experience, however, shows that for long 

periods the rate of wages may be below the subsis- 
tence level. 

How is that possible ? Our answer is that it is a 
question of fact, not of theory. From 1885, when Mr. 
Wadia gave his remarkable evidence before the Indian 
factory Commission, to 1921-22, when the investiga- 
lons of the Bombay Labour Office established the fact 
ftat the food consumed by the industrial workers in 
Bombay was less than the diet prescribed in the 
Bombay Jail Manual, is a period of 36 years. At 
no time during this period did factory workers get 
wages corresponding to their Value.’ Conditions 
before 1885 were probably not much better ; they 
niay Lava been much worse. 

The low wages of factory workers are explained, 
not by the greed of factory-owners, but conditions 
Capital Vol. I, p. 184 (Cole). 
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relating, to the supply of labour. Wages would be 
higher, if the classes from which factory labour is 
drawn earned more than the factory worker. The 
. factory labourer is much better off than the average 
peasant, which , explains why factory work attracts 
labour from the villages even when it is paid at rates 
below the subsistence level. 

Excessive supply of labour reduces the marginal 
utility of labour, as excessive supply of oranges 
reduces the marginal utility of oranges. Supply being 
given, marginal utility determines price, whether of 
oranges, labour, or land or anything else that is bought 
and sold. 

It would be a humane law which guaranteed his 
subsistence to the human worker. The laws which 
determine wages are not humane. Like natural laws 
which produce earthquakes and bring epidemics, the 
Jaw of marginal utility is absolutely indifferent to 
human weal and woe. 

Indian experience also shows adaptation on the 
part of the worker to wages or earnings which are 
below the starvation level. The reasons for this 
adaptation may be biological. If wages or earnings 
are insufBcient, it does not follow that forces imme- 
diately begin to' work which will raise them to the 
, level of a comfortable standard of living. Supply 
may be permanently in excess of demand generation 
after generation, as has been our experience during 
■ ■ ’ 38 
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the past 50 years or more. ' If the worker cannot' ' get 
two square meals, he contents himself with one, or 
even half a meal a day. There is, of, course, heavy 
mortality in epidemics, but it is not heavy enough to 
raise wages to the subsistence level. 

Where wages are low, and much variable capital 
is used in production, as is the case in India, will the 
rate of profit be necessarily high ? The answer is 
‘No.’ The rate of profit depends on the ^prices at 
which goods are actually sold, not on the Value* in 
terms of human labour which they incorporate, 

, Under free trade imports of cotton piece-goods, 
which exceeded home production in the proportion of 
4:1, determined the price at which Indian mills sold 
their products. This price had nothing whatever to ' 
do with the proportion of constant to variable capital 
in Indian mills, or the rate of exploitation of Indian 
labour. The price simply represented the marginal 
utility of cotton goods under given conditions of . 
supply and demand. 

Is political economy deprived of every rational 
basis when it is found, that, with the same or higher 
degree of exploitation of labour, a capital of a lower 
organic composition may show an insecure, iowerr ate 
of profit in a country as compared with capital of a 
higher organic composition in another country ? No. 
But it is demonstrated that value arises from a source 
other than labour, which is utility. 
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The following extract from the evidence of 
Mr. Wadia, a miil-ownerj before the Bombay Factory 
Commission of 1885, is enlightening : 

** In ordinary seasons, that is, when work is not 
very pressing, the engine starts between 4 and 5 A.M. 
and stops at 7, 8, or 9 P.M., without any stoppage 
during the day. The hands work continuously ail 
these hours, and are relieved by one another for meals. 
In busy seasons, that is, in March and April, the 
gins and presses sometimes work both night and day, 
with half an hour’s rest in the evening. The same 
set continue working day and night for about eight 
days. When the hands have been working day and 
night for eight days, and it is impossible to go on 
longer, other sets of hands are procured from Bombay 
if they can be found. In this case the work is 
distributed between the old and new sets of workers, 
half working ail night and half working all day. 
More women are employed in gins than in presses. 
Both the men and the women come to the factories 
at 3 A.M., as they have no idea of the time and they 
wish to make sure that they are at the factory by 
the time it opens, 4 A.M. I have 40 gins in one 
of my factories at Pachora, and I have only 40 
women attending these 40 gins. I have only 8 spare 
women. I never allow these women off the gins 
I am not alone in this respect ; it is the general 
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system. There is no change of hands except at meal 
times. The hands that work from 4 a.m. till 10 p.m. 
are paid from three to four annas per day. AH 
factories pay at this rate ; sometimes we pay our 
hands 6 pies as a bonus. There is no work in the 
district in which these poor women can get employ- 
ment. These women come from Satara and Khandesh, 
and are of Maratha class. We work these long 
hours from 15th November till the 31st of May, 
but only about 10 days in each month. Sometimes 
we work day and night for two months, but in this 
case we employ two sets of labourers. We employ 
no children, When the wages are so low for the 
adult there is no advantage in employing children. 
I certainly would recommend that legislation should 
be extended to these factories. I am personally 
largely interested in this matter being a proprietor, 
secretary, and treasurer. I should like to have these' 
ginning factories worked only 12 hours a day 

“ When we see that the hands are absolutely tired 
out we are obliged to get others from Bombay. The 
hands who work these long hours do frequently die. 
Women are employed on this business.” 

NOTE II 

Marx in Das Racial, Vol. Ill, Part I, says: 

“ When capital goes to a foreign country, this 
happens not because there is absolutely no means of 
employing it in the home country. This happens 
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because ii: cati be invested abroad at a iiiglier' rate of 
•profif * , (p. 238). ‘ > 

' India attracted British capital even in Marx’s 
time, thongh the capital invested in Indian railways 
required Government guarantee of interest. 

As regards manufacturing industries, the capital 
invested in jute mills in 1879-80 v/as Rs. 12*8 lakhs 
-and ;^1,392,350 (Rs. 167 lakhs) and in cotton mills 
Rs. 563 lakhs and ;^’80,000 (about 10 lakhs). In the 
case of jute mills sterling capital (British) exceeded 
rupee capital (which may be supposed to be wholly 
or predominantly Indian). But sterling capital in the 
case of cotton mills was less than 2 per cent of the 
rupee capital. One may assume that jute mills 
attfacted British capital because they were yielding a 
higher rate of profit than the capital employed in 
Britain — jute was India's monopoly then, and the 
products of jute mills had a secure market. ‘ But it is 
evident that British capital avoided Indian cotton 
mills for the same reasons for which Indian capital 
avoided Indian manufacturing industries generally — 
on account of the intensity of foreign competition 
. (wholly British then), the rate of profit was low. 
This reinforces our conclusion that the iov/er organic 
composition of our capital did not produce a rate of 
profit higher than the British. 

There is another incidental reference to the sub- 
ject by Marx in the same volume (p. 219). He says: 

4l' , 


' ^ ^ EXFLOITATIOH ' ^ 

On the other hand, so far as capital' invested in 
colonies etc, is concerned, it can yield higher rates of 
profit, because, on account of a lower degree of 
development, rates of profit are higher there, which is 
also true of exploitation of labour, , with the employ- 
ment of slaves, coolies etc.’* Again it is implied that 
where the degree of exploitation of labour is higher 
and the organic composition of capital lower, the rate 
of profit is higher. - 

When high colonial profits return to the .home- 
country, what is their effect on the general rate of 
profit there ? Is the general rate raised by the addition 
of the higher rate of colonial profits, or are colonial 
profits brought down to the level of the general rate of 
home profits ? Ricardo held the latter view, but Marxf 
agreed with those who maintained that the equality of 
profits would be brought about by the general rise of 
profits. ‘‘So far as the rate of profit is higher,” 'says 
Marx, “because it is higher in the colonies, favourable 
natural conditions may go hand in hand with low 
prices of goods. There is equalization, but not- 
equalization at the old level, as Ricardo thought” * " 

But the question of equalisation of profits, whethei: 
at the old general rate, or a higher new rate, as between 
Lancashire and Bombay, does not arise because 
we are concerned with different national capitals, and 
not one and the same capital invested at home and 
abroad. ' 
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CHAPTER II 

PEASANT PROPRIETOR, MONEY-LENDER 
AND GOVERNMENT 

that th^M preceding chaptei 

that the Marxian theory of exploitation is based on 

™g assumptions, and that it does not explain the 
facts. But, to please the Marxist, we may assume in 
th^s chapter that there is no ‘ Great Contradictio" L 
Marx s account of surplus value, or if such contradic- 

btrachey, complete’ and ‘watertight.’ 

significance of the Marxian theory 
of exploitation, regarded as sound, for India ? 
Practically nothing. 

throulw"^'^ forgotten that Marx’s system is 

hroughout concerned with the economics of a highly 

developed industrial country, where the worker has 
ost control over the instruments of production, and 
consequently works for a master. The worker thus 
ceases to be a self-employer. The capitalist employer 
owing to his monopolistic control over instruments of 
production, is able to exploit the worker. The worker 

lair som I r 

labour. Something— the amount may be large or 
small. ,s kept back by the employer. This fs I 
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origin of profits, or Marx’s conception of profits as 
unpaid labour* 

Our economy, however, is fundamentally differ- 
ent from that of an industrial country like England. 
India is an agricultural country. Of the total im- 
ports into India in 1935-36, valued at 1344 crores, 
71*7 per cent or 944 crores was the value of goods 
wholly or mainly manufactured (Class III of the 
trade returns) ; of the total exports of Indian merchan- 
dise in the same year valued at 160*5 crores, exports 
of goods wholly or mainly manufactured represented 
42*2 crores, or 26*3 per cent of the total (jute 234 
crores, hides and skins tanned or dressed and leather 
54 crores). Indian manufacturing industries have 
made considerable progress during the past 35 years, 
but the fundamentaicharacteristicsof Indian economy 
have remained unchanged. India largely exports 
food-stuffs and raw materials, and largely imports 
manufactured goods. 

According to the census of 1921, the total num- 
ber of occupied persons aged 10 years and upwards 
in Great Britain was 34,979,000 of which 1,307,000 
were engaged in agriculture, and 2,491,000 in the 
manufacture of metals, machines, implements and 
conveyances. The total number of persons engaged 
in the textile industry was 1,293,000 {India 1931,. 
715,000). 

The total number of persons daily employed 
in Indian factories, (including Indian States) was 
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1,596^417 In 193L Those engaged in the manufacture 
of’ metals, machines,' implements and conveyances in 
Great Britain exceed the total number of our factory 
workers. 

Factory workers form less than 1 per cent of f 
our total population. ‘ 

^ The proportion of those engaged in industries is 
of course higher, but it is small as compared v^ith 
those engaged in agriculture : — 

Earners and working dependents engaged in Agriculture 
and Industry in 1931 , 

Agriculture Industry 

per cent per cent 

India ... 671 i0‘0 

Assam . ... 83*8 7'5 

' . Bengal .... 6S"3 8’8 

Bihar .and Orissa ... 77*6 6‘6 \ 

, Bombay ... 65'9 11*9 

Burma 69*4 10;7 

C.P. and Berar ... S0*6 7 '9 

Madras ... 18*6 8*8 

N.W.F.P. ... 61*7 1^6 

Punjab ... 60*5 18*8 

U.P. ... . 75*4 11*2 

, In India as a whole 10 per cent of earners and | 
working dependents are engaged in industries. But i 
of this 10 per cent, not less than 9 per cent are hand- 
workers. The proportion for the Punjab shown in 
the table is 18'8 per cent, which is higher than that 
for Bombay. But the Punjab is not an industrial 
province. Excepting Assam and the North West 
Frontier Province, it has the smallest number of 




PEASANT. PROPRIETOR, AND “GOVERNMENT ’ 

factory employees (49,549) in British India. But the 
Piinjab has 'more cottage .workers^ 

The meaning of these figures should be plain. 
The typical worker in the industrial countries of the 
West is an employee ; the typical Indian worker, 
whether in agriculture or industries, is a self-employer, 
working on his own account. 

The largest single class of agricultural workers 
in the Punjab is that of the peasant proprietor, 19 
lakhs as compared with 6 lakhs of agricultural 
labourers and 11 lakhs of tenants (males alone). The . 
peasant proprietor owns his own land. Can. we 
apply the Marxian theory of exploitation to him ? 
Who exploits the peasant proprietor ? Here is a man 
working for no master, but living' perilously near the' 
margin of starvation, if not actually below it. Has 
he any interest whatever in the creation of surplus 
value by the factory worker ? 

THE MONEY-LENDER 

Class-war is a part of the Marxian system. It 
is a product of unsatisfactory relations between the 
master and his workmen, or of exploitation. The 
scope for preaching class-war in a province where 
the majority of cultivators own their own lands is 
limited. But it may be still argued that the peasant 
proprietor does not enjoy the full value of the pro- 
ducts of his labour. Even when he works on his 
own account, he is dependent on the money-lender 
for the supply of capital. Here is capital exploiting 
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labour. Without turning the worker into a wage- 
slave, the capitalist may subject him to merciless 
exploitation. 

The demand for the total cancellation of agricul- 
taral debts has been put forward by socialists in the 
Punjab and other Provinces. The demand is based 
on the doctrine of class-war. The interests of the 
borrower are in a sense opposed to those of the lender. 
The Marxist espouses the cause of the exploited 
party and endeavours to create class-consciousness 
by formulating demands which bring the borrower 
into direct conflict with the lender. 

Is all interest exploitation, theft, robbery ? 

The money-lender, let us suppose, makes a loan 
to the cultivator in money. But the money is turned 
into seed, manure, plough-bullocks, tools and imple- 
ments. While interest is reckoned as a percentage 
on the money lent, it is really the price of capital. 
Money is turned into capital when it is used produc- 
tively. 

Suppose private money-lending is completely 
suppressed. Will the cultivator be able to dispense 
with capital ? No. Never. Even in a socialist 
regime he will need to be financed. The State will 
lend him machines, and make advances in other forms. 
Will the cultivator in a socialist economy enjoy the 
use of capital gratis} This is out of the question. 
He will always have to pay for the use of capital. 
He will never be able to claim the whole product of 
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labour. ■ This point is made absolutely clear in The 
ABCof Communiem ^ _ 

“It is very often said that in the society of the 
future every one's right to the full product of his 
labour will be established : Every one gets what he 
produces. This is incorrect, and could never be 
carried out. Why ? If all secured all of what they had 
produced, it would never be possible to develop, 
extend and improve production. A part of the labour 
performed must always be utilized for extending and 
improving production." 

Payment made for the use of capital, therefore, is 
not theft, robbery or exploitation, except when it is 
excessive. 

In this respect the difiference between the present 
system- and a socialist regime is just this : under 
socialism the capital needs of the peasant will be met 
by the State, and interest will accrue to the State, 
while under the present system interest accrues to the. 
private owner of capital, since private ownership of 
capital is permitted. The point is of some importance. 
Abolition of private ownership of capital does not 
abolish the payment of interest by the cultivator 
(interest always regarded as a price paid for the, use 
of capital goods). For if the socialist State made no ' 
charge for the services of capital, capital would 
gradually be consumed and could not be replaced, 

B. C, des Kommunismus, Hamburg, 1921. P. 51. 
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which wouia restrict production, and make prc 
impossible. From the point of view of the pe 
borrower there is no difference at all, 'except whei 
money-lender charges exorbitant rates of interest, 

There ' ' ' 

at the mercy of the 
exploited, 


was a time when the cultivator was wholly . 

^ - iT^^oney-lender and mercilessly ^ 

But such is no longer the case* 

In his dealings with the money-lender the peasant j 
enjoys all the protection that legislation can give him. • 
In the course of his evidence before the Agricultural 
Commission Mr, M. L. Darling said : “ As to (b) the 
agriculturist cannot now be evicted by a civil court 
without the intervention of the revenue authority ; his 
plough-cattle, implements and seed cannot be attached; 
ff he IS sued, interest charges can be examined and, 
if necessary, reduced ; and when he dies, his ancestral 
land is not liable for payment of his debts unless they 
are charged upon it. These privileges have almost 
the effect of a cactus hedge round the small holder 
and his holding and make recovery for the sowkar 
extremely difficult.” ^ 

More recently, speaking in the Assembly, 
Mr. Darling repeated that “ in the Punjab the 
position of the agriculturist was very strong vts-a-vts 
the money-lender.” This is a statement of fact, and 
this is as it should be. No one can accuse Mr. Darling 
of being an agent of capitalists because he is “ one of 
’ Vol. VIII, pp, 592-3. 
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those who hold that legislation imposing restrictions 
on the money-lender is not the right way to deal with 

the problem.” 

Are rates of interest charged by money-lenders 
exorbitant ? 

We have to consider not the gross return but the 
net return to money-lenders. What are the rates of 
interest charged by cooperative credit societies, and 
are money-lenders’ net rates of interest substantially 
higher ? 

Rates of interest charged by cooperative credit 
societies are shown below.^ 

Rates charged to cultivators by primary societies jper cent* 

Ajmer-Merwara Generally 9 to 12. 

Assam ... 15| or 18| (generally 12| in the case of 

old societies in the Assam Valley). 

Bengal ... to 15|. 

Bihar and Orissa 12^ to 15|, 

Bombay ... 9| to 12j. 

Burma ... 15. 

Central Provinces Generally 12. 

Madras ... 9| to 10. 

Punjab .. 9i to 12J. 

United Provinces 15. 

Money-lenders’ gross rates are higher than the 
rates charged by cooperative societies, but these rates 
are of the nature of insurance against risk. Stipulated 
rates of interest are different from realised rates. 
This is shown by figures (based on files of decided 

® Report of the Central Banking Enquiry Committee^ 
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cases in law courts) quoted in the report of the Indian 
Central Banking Enquiry Committee.'' 


Stipulated 

Realised rate of 

■ rate of 

interest on asiimp- 

interest. 

tion that decreed 


amount was 


realised. 

Delhi 


Serial. Ko, Per cent. 

Per cent. 

1. ... 18 

9'7 

2. ... 24 

7*8 

3. ... 6 

H ' 

4. ... 24 

9*3 

5. ... 24 

16*1 

6. ... 75 

2 

7. ... 37J 

8-4 

8. ... 37i 

6'9 

9. ... 37i 

26i 

10. ... 73 

11. ... 37i 

67 (exceptional case) 
15*8 

12. ... 37J 

17*4 

, Ajm er-Merwa ra 

, 1. ... 3.7J 

Nil 

2. ... . 37 . . 

lS-7 

3. ... 15 

12*1 

4. ... 15 

ir2 

5. ... IS 

7 

6. ... 21 

18'8 

. 7. ... 25 

Nil 

8. ... 18| 

9*3 

9. • ... 15 

7' 9 

10, ... 12 

4 

11. ... 15 

Nil 

12. ... 18 

5*3 

13. ... 75 

9*3 

14. ... 100 

13*7 

15. ... ISO 

12*1 

16. ... 24 

12*3 


^ I JR^pOTt of thQ CcntTnl Stxnkiftg Sn^uit'y 

p. ' 82 , * 
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Stipulated rate Realised rate’ of interest on as- 
. of Interest. snmption that decreed amottnt 
' ' ' _ was realised. 

Borih-West Frontier Province 
Serial No. Per cent. Per cent. 

1. 41 (roughly) 7 

2 . ... 50 NU 

3 . ... 28 TB 

4. ... 37^ 10 9 

5. ... 18 : 11'9 

6. ... 30 197 

7. ... 24 19'5 

si ... 15 5*3 

9. ... 70 (roughly) 7'9 


14. ... 15 (roughly) 9| 

Reference may also be made to the results of 
enquiries made in certain provinces. The Bihar 
Report states : '' An average profit oPlO per cent is 
probably about right, the smaller men getting as much 
as 12 per cent, while the very substantial get only 9 
per cent on their capital.” ^ 

The Income-Tax Officer, Ajmer, emphatically said 
that the full amount due is never recovered ” by 
the money-lender. The Registrar of Cooperative 
Societies, Ajmer, was of the opinion that the money- 
lenders received a ** net return of 6 per cent, or one- 
third the rate of interest they charge,” due allowance 
being made for the risks involved, and management 
and other expenses.® 

® Report, p. 36. 

® Report for Centrally Administered Areas i 103. 
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The Income Tax Officer, Peshawar, estimated 
the net return of the village money-lender‘ at 12 per 
cent* Mufti Abdul Latif, Munsiff in the city of 
Peshawar, stated : ^*The village money-lender in ihe 
plaint claims rates of interest varying between 12 and 
36 per cent, but the courts seldom award him more 
than 18 per cent. This is not a net return on his 
capital. Taking the cost of all the proceedings 
necessary for realising money, I am of opinion that 
his net return would come to about 12 per cent. The 
bigger money-lenders' rates are generally lower, and 
the return they get is, I believe, between 9 and 12 
per cent.”^ 

The Punjab Provincial Banking Enquiry Com- 
mittee estimated the net rate of interest at 12-13 per 
cent, taking into consideration both secured and un- 
secured debts. “ We may say that with the more con- 
fidence’', wrote the Committee, “ since the return for 
the 5,998 money-lenders taxed in 1928-29 gives a 
net return of 13 per cent.”® 

The money-lenders’ net return of 12-13 per cent 
does not seem excessive when the rates of interest 
charged by cooperative credit societies range from 7| 
to 18i per cent in dijBferent provinces, which may 
yield an average equal to the money-lenders* net 
return. If the money-lender exploits the cultivator, 
so do cooperative credit societies. And he will con- 

' Report for Centrally Administered Areas^ pp. 110-11. 

^ Report, Punjab, p. 137, 
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tinne to be so exploited by cooperative , creau iiibutu- 
tions ; ia socialist wj tbe rate of interest that he wil! 
have to pay in the beginning may well be higher than 
at present, owing to the necessity of building up, 
capital resources. But this is no exploitation at all* 

The labour theory is of no help in understanding 
the rural rate of interest, but it is explained by actual 
economic conditions. Apart from land, which the non* 
agriculturist money-lender cannot grab in .the Punjab, 
the other assets which the great majority of cultiva- 
tors are able to offer as security for a loan are of little 
value. In many parts of India the money-lender is 
the sole source of credit for the cultivator, and very 
often the money-lender himself suffers from shortness 
of capital. There is a scarcity of capital in rural 
areas, which explains the high marginal utility of 
capital, and the consequent high rate of interest. 

The present situation is a dead-lock. One re- 
cognizes ihat the peasant is unable to repay debts. 
The fall of prices has ruined him: The agriculturist 

had all over the country declared a moratorium him- 
self,” to quote Mr. Darling again, ‘‘without waiting 
for legislation which other countries had adopted.” 
The realization of debts is extremely difHcult Decrees 
may be obtained through civil courts, but in many, 
cases the decrees are worth little or nothing. 

Debt conciliation is being tried in the Punjab 
and other provinces, It is expected that 
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Iiation would on an average reduce debts by 40 
Has legislation solved the problem of agr 
mdebtedness ?_ No. But debt canceilatio, 

remedy. It will create more diiBculties that 
solve. 

CO-OPERATIVE CREDIT 
Mr. Darling “would have despaired of 
manent solution had not the cooperative mi 
shown the way ”. The nnnnpraf-iTr/a 



time, probably 85 per cent of the agncultarists do 
not receive loans from cooperative credit societies, 
and some, if not many, of those who do, also borrow 
from the mahajan. 

This is a fact of fundamental importance. It ipust 
not be lost sight of when we discuss debt cancella.tion, 
or initiate a war against the money-lender, or deli- 
berately set out to create class-consciousness among 
borrowers. Sentimental socialist demands will .not 
bring socialist raj, just as sentimental advocacy of 
gur, charkha and tihaddar is no means of recon- 
structing India, politically or economically. The 
force of sentimental appeals is soon exhausted,, and 
then follows a period of disillusionment and violent 
reaction. Political India is just now passing through 
such a period, following on the unsuccessful termina- 
tion of the spiritual war that India waged for indepen-, 
dence. 

If debts are cancelled, money-lending would be 
destroyed. Who is to take the place of the money- 
lender ? 

The socialist cannot say : “ I do not care." The 
peasaiit has to obtain credit somehow; If the most 
important existing credit agency is to be destroyed,. 
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some other agency to replace it must be simultane- 
ously created in the interest of the peasant. 

^ The plain fact is that the cooperative movement 
m India is a failure. Some time ago it was thought 
that the development of cooperative credit would, 
m a few years, make the money-lender superfluous! 
Ihese hopes have not been realised, and it is impossi- 
ble to look forward to any extension of cooperative 
credit during the next five or ten years which may 
enable us to dispense with the money-lender 
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Almost everywhere the State has come to the 
rescue of the peasant, assisting him with loans and 
taking upon itself some part of the burden of his 
debts. It is estimated that the income of American 
farmers (U. S. A.) fell from 11,000,000,000 dollars 
in 1929 to 5,000,000,000 dollars in 1932. Their 
total debts to banks in 1929 were estimated at 
12,224,000,000 dollars (3400 crore rupees), on which 
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loans "to farmers under the authority of the Farm 
Loan Commissioner. The Farm. Loan Commissioner 
was given a considerable sum through the Recon- 
struction Finance Corporation for direct loans to 
farmers for particular objects. Another big sum was 
made available to help agricuitural districts to re- 
finance or reduce their indebtedness on sound improve- 
ment projects etc.*^ 

Between 1931 and 1934 the Union of South Africa 
spent no less than £ 33,000,000 (44 crores of rupees) 
on relief for 100,000 farmers, including direct loans 
to farmers and cancellation of debts owed by them to 
cooperative credit societies/^ 

Other examples of State relief to farmers in the 
depression could be easily given. 

DEMAND FOR STATE RELIEF 

Is there any reason why farmers and money-^ 
lenders should not combine in the Punjab to make a 
joint demand for State relief ? Is there any reason 
why the whole cost of debt relief should be thrown on 
the money-lender ? 

There is abundant justification for State indebted- 
ness relief in the Punjab, for Government dues are a, 
direct and important cause of debt, I emphasized 
this aspect of the 'question when indebtedness legisla- 

The Future Comes hy Beard & Smith, 1933 (Macmillan, 
New York), p. S9 et seq, 

WeUwirtsohizftUohes ArcMv, Kiel. Nov. 1935, pp, 
404-06, 
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tiqii was ander discussion..’ **The money-lender is 
wicked’". I said, “But perhaps the Government is 
a little more wicked... Agriculture in the Punjab 
deserves relief from indebtedness. ^ At the' same time 
it deserves relief from the heavy exactions of the 
Government... When the question of indebtedness 
is discussed, the whole system of land taxation must 
be re-examined” {Trihunet .May 11, 1934). 

That was an important point, but nobody took ■ 
the slightest notice of it. The sponsors of the debt 
■legislation were playing an astute . game : it is 'safer 
to hold the money-lender responsible for all the ills 
of the cultivator than the Government. One may 
heartily curse the money-lender, but cursing the 
Government is not unattended with risk — one’s 
chances of becoming a Minister or holding other 
lucrative jobs are jeopardized. As for the Hindu 
money-lender and his friends in the Punjab Council,, 
the only aspect of the question which interested them 
was the communal aspect. Dominated as they wholly 
were by communal passion, and possessing as they did 
little or no political foresight, they fell into the. trap 
which had been laid for them. 

Socialists are not communalists, therefore, they 
may regard the question of debt relief as a purely 
economic question. Socialists are not title-hunters 
and job-seekers; therefore, it is a matter of indifference 
to them whether their solution of. the problem pleases 
or 'fails to please the Government' 
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To sum -tip: (1) Reform of the whole system of^ 
land taxation is the first .step towards the solution of 
the problem.' Cancel ail debts, but leave Government 
dues unchanged : in a few years debts would pile up 
again, ’ (2) Demand for State relief of indebtedness 
is a just demand : (a) it is fair both to the peasant 
and the money-lender, (b) it removes the causes of 
tension between the borrower and the lender, (c) it 
will mobilise credit, which is a point of the greatest 
importance, considering that the peasant must have 
credit and that the money-lender is the principal 
source from which he gets it, and (d) Government 
must bear a part of the cost of debt relief, since 
Government dues are an important cause of debt. 

GOVERNMENT DUES AND DEBT 

The connection between land revenue and debt 
is shown by the following "touching story’ published 
by the Civil and Military Gazette of Lahore. , The 
story formed part of a statement, obviously originating 
from an official source, in which satisfaction was 
expressed at the regular payment of the land revenue 
in 1936 : 

/"A touching story of the sense of honour felt by 
the Punjab peasant comes from the interior where a 
person owed the Government Rs. 7. Though he 
really . was unable to pay and could not borrow from 
the local sahukar^ he insisted, on honouring the debt 
by parting with a small ornament which his child 
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was wearing at the time the demand .was made 'by 
Government revenue officials.”^^ 

This story is supposed to pay a compliment 
to the sense of honour felt by the revenue-payer in 
the Punjab. It is not enough that Government land 
revenue policy deprives women and children of 
their ornaments. Government must have their little 
joke as well at the expense of their helpless victim. 

What would happen to a peasant who was found 
lacking in his doe sense of honour ? Fie would be 
marched off to the thana, where his slumbering sense 
of honour would be very quickly awakened by 
police officials. The number of processes issued 
against defauUers tell their own tale, 26,754 proces- 
ses were issued in 1933-34. These processes were for. 
arrests (15,295), for attachment of moveable property,, 
(9,089), for sale of moveable property (2143), and , 
other objects. 

Co’ operative credit societies regularly lend money 
every year for the payment of land revenue. In 'the 
year 1932-33 the loans given by co-operative credit 
societies for the payment of land revenue exceeded 
one-third of the total loans made by the societies for 
all purposes in Lyallpur, Multan and Montgomery^^. 

It would seem that one of the principal objects of 
co-operative credit societies is to help Government in 
the realisation of land revenue. 

3-2 C, & M. Gazette of Lahore, Sept. 6, 1936. 
is See Report on the working of Co-operative Credit 
Societies in the Punjab, 1932-33, p. 30. 

WSSSmmiMM 
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Over large parts of the country the fall in -prices 
has made cultivation unprofitable. But the fall in 
prices seems to have left the peasant’s revenue-paying 
capacity unaffected. ‘Net assets’ have vanished, still 
Government’s share of ‘net assets’ (25 per cent in the 
Punjab) has suffered very little diminution* This 
may be judged from the following table. 

Land Revemie. Lakhs of Rs. 



1928-29. 

1929-30. 

1930-31. 

1931-32. 

■1932-33. 

Madras 

525 

521 

489 

533 


Bombay 

485 

480 

474 

501 

471 

Bengal 

327 

325 

309 

306 

300 

United Provinces 

604 

■685 

64S 

612 

570' 

Punjab 

278 

258 

269 

222 

258 

Behar & Orissa 

174 

178 

ISO 

176 


C. F. & Berar 

219 

205 

219 

211 

245 

Assam 

117 

121 

115 

121 

118 

Total 8 Provinces 2729 

■ :'2773.' ■ : 

2703 

2682 

2656 

Variation : 

100 

lore 

99 0 

9S-3 

97'3 . 


These figures would be incredible if they were 
not authoritative^'^. Taking the eight provinces to- 
gether, the income of Provincial Governments from 
this source has contracted during the severest trade 
depression that the world has ever known to an extent 
which is so small as to be negligible. 

The Punjab figures do not include land revenue 
due to irrigation. 

Remissions have been granted in the Punjab, but 
on a scale ludicrously small In the five years from 

Statistical Abstract for British India t 1932-33, p. 285. 
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1929-30 to 1933-34 the average remission of land 
revenue, taking all districts together, was 6 per cent^^. 

These figures illustrate the helpless condition of 
the peasant proprietor, and the rigidity of the tax- 
system. There is scarcely any recognition of the 
ruinous effect of the agricultural revolution on Indian 
peasants. It would seem as if India has suffered no 
injury at all as the result of over-production, heavy re- 
duction in agricultural costs in Western countries which 
has enormously increased their competitive power, alte- 
ration in the terms of foreign trade to our disadvantage, 
the rise of national economies, and the contraction of 
world trade, including the heavy fall in our own 
exports of agricultural produce. The Indian peasant 
is indeed wonderful. One may justly compliment 
him on his remarkable recuperative power, and the 
sense of honour which compels him to pay Govern- 
ment dues, not out of his income, which has disap- 
peared, but by selling the ornaments of his wife and 
children. 

Our agricultural costs are inelastic, chiefly on 
account of the inelasticity of Government dues. That 
Government dues form a heavy item of agricultural 
costs may be shown by an example borrowed from 
the Punjab Farm Accounts : 

The Punjab Land Revenue Report for 1933-34 gives 
remissions by Districts. Table IV. 
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Farm' of 27 .Acres, Ly allpur District, Farmed on 

Matai CtilUvation, 

Proportion of 
Government 
fines to total 
expeBd'itore. ' 
Per Cent. 


Land Reve- 
^niie and 
"Water-. 
Rates. 


' Total 
expenditiire, 


1933-34 573 275 48 

The ^ average for all 8 ^^■ears is 45 per cent ; the 
average for the last 3 years is 48 per cent. 

^Such heavy taxation_ pi agriculture is unknown 
in any civilized country. The water-rates in the 
Punjab are frankly levied as a tax — that iSj they 
produce annualiy over 2 crores of revenue for general 
purposes after, meeting the cost of the Irrigation 
Department. 

THE NEW SYSTEM OF ASSESSMENT 
New principles of assessment have bean intro- 
duced in the Punjab, which will be copied in other 
Provinces. These principles are described as a 
revolutionary change in the land revenue system of the 
Punjab. In the course of a press interview the 
Revenue, Member of the Punjab Government said : 
** Never since the advent of the British, or for the 
matter of that under any ruiCj has such a big con- 
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cessipn been granted to zemindars’ in the Punjab.” 

We learn that the credit for the new system 
wholly .belongs to His Excellency the Governor 
of the Punjab, who worked out all the details* The 
Finance Member deserves credit for acquiescing in 
the new policy ** which means the giving up of a 
substantial amount of revenue in order to ameliorate 
the condition of the zemindars.” 

Let us consider how the new policy will *ameHo-‘ 
rate’ the condition of zemindars. 

' ' The la’nd revenue is supposed to be 25 per cent, 
of %halis mimafd (I prefer the Urdu term as it 
is more expressive than ‘net assets’). It must not 
exceed 25 per cent, of khalis munafa^ under the new 
system, unless the law is changed. 

Remissions of land revenue will be granted 
according to the difference between ‘commuta:tion’ 
prices, given in a schedule, and current prices. This 
is the essence of the new policy. To quote from the 
Government communique on the subject : “ However 
great the difference may be, Government will give a 
corresponding remission. While Government will 
be bound not to exceed the maximum rates as fixed 
they \vill give the revenue payer the full benefit of 
the fall in prices, however great that may be.” 

It is assumed that when remissions are granted 
proportionately to the fall in price's, the land, revenue, 
realised will be the same 25 per cent, of %haUs. 

O.&M. GmeiU, Lahore* Feb. L 1935; ' / ' " ' 

’ : 67 ' ■ , , ’ 


INDIAN SOCIALISM 


mmmfa* as before. But this is mathematically 
impossible. It will be more correct to say that the 
land revenue under the new system will be about 100 
per cent, of 'khalis mimafa' ; it may even exceed 
‘khalis mimafa\ 

Let us suppose that the gross income of a farm 
is Rs. IOO 5 and costs of cultivation, including wages 
for the labour expended by the peasant and his family 
on the land, but not including the land revenue, are 
Rs. 70, so that the ^khalis munafa' of the farm is 
Rs. 30. The figure of costs is moderate. Actually 
costs of cultivation may absorb, in great many cases, 
75 per cent, of gross income, or even more. 

Out of a %halis munafa'* of Rs. 30, Government 
is entitled to take Rs. 7-8 as land revenue, or 25 
per cent. 

Now suppose prices fall 40 per cent, so that the 
gross income of the farm is reduced to Rs. 60. If 
costs of production fall in the same proportion as 
prices (40 per cent),, or to Rs. 42, %haU$ mtmafa* 
would amount to Rs. 18. A remission of land revenue 
of 40 per cent would reduce Government’s share of 
'khalis mimfa ’ to Rs. 4-8. This sum (Rs. 4-8) is 25 
per cent of the %halis munafa" of Rs. 18, as Rs, 7-8 
was 25 per cent of Rs. 30. 

But even in this , exceptional case (exceptional 
because prices and costs are assumed to fall to ■ the 
same extent) the burden imposed on- the zemindar is 
heavier than before. It may be easy to pay a tax of 
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25 per cent when %halis munafa* amounts to Rs. 30, 
The same tax becomes more burdensome when it has 
to be paid out of a smaller net income. 

Blit we have absolutely no ground to assume that 
when prices fail in a given proportion costs of culti- 
vation fall in the same proportion. Present prices are 
about half of prices in 1927-28. How much have 
costs fallen ? 

I put this question to zemindars in open meeting 
at Kirari. A peasant said : ‘‘ Kharch pure ke pureJ^ 
Costs of cultivation have fallen but probably less 
than 20 per cent. A main item of cost is the charge 
for canal water. The reduction in this charge does 
not exceed 12-15 per cent. 

For the sake of argument let us assume that 
when prices fall 40 per cent, costs of cultivation de- 
crease by 20.72 per cent. 

A fall of 40 per cent in prices will reduce the 
gross income of the farm in our illustration from Rs. 
100 to Rs, 60, and a fall of 20.72 per cent in costs of 
cultivation will reduce costs from Rs. 70 to Rs. 55-8. 

^ Khali s mtmafa' which was Rs, 30 before the fall 
of prices, is reduced to Rs. 4-8. 

It is important to note that the fall in %haUs 
munafa\is 85 per cent as compared with the 40 per 
cent fall in prices. 

The land revenue realised by Government (allow- 
ing for 40 per cent remission ) will be Rs, 4-8, or it 
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will be equal to 'hhalis immafa' (lOO per cent of 'net 
assets’)- 

With the help of simple formulae we may easily 
calculate the percentage decxe 2 .se in 'khalis mtmafd 
and the proportion of the land revenue to ^khalis 
munafd when costs fail to a smalier extent than 
prices. The statement given below reveals the real 
nature of the remissions in the new system. 

It is assumed that prices have fallen 40 per cent 
and that the land revenue demand has been reduced 
in a like proportion* 

Percentage decrease Percentage Proportion of 


in costs of 
cultivation. 

40*00 

25*00 

20*72 

18*57 


■ -.decrease in ^ 
khalis munafa.' 

40 

75 

S3 

90 


L.R. to khalis 
munafa^ 

25 
60 
100 
150 


Let us take the last case. Suppose v^rh lie prices fall 
40 per cent, costs decrease 18*57 per cent (which is 
approximately the present position). Gross income 
fails from Rs. 100 to Rs. 60, costs from Rs. 70 to Rs. 
57, and %halis munafd from Rs. 30 to Rs. 3. If 
the remission of the land revenue is 40 per cent (accor- 
ding to the fall in prices), the land revenue realised will 
be Rs. 4-8, which is 150 per cent of ^khalis munafad 
Sometime ago a , resolution was moved in the 
Punjab Council asking for the appointment of a 
committee to investigate, among other things, the 
behaviour of agricultural costs in the Punjab when 
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' . monjey-lender and government 

prices are varying. The committee has not been 
appointed, and will never be appointed with the tertns 
of reference suggested by the mover, Mian Nar Ullah. 
In regard to variation in costs, only one conclusion is 
possible— that when prices fall, costs of cultivation fall 
in a much lower proportion than costs. This one fact 
is sufficient to condemn the new system of assessment 

as a fraud. , a 

When both the gross value of the produce [G) and 

costs (C) are varying, but the rate of change is un- 
equal (that is, the percentage fall in costs is less than 
that in gross income, or c is less than g), and it 
is given that the land revenue (L) is one-quarter of 
net assets, the percentage reduction ra land revenue 
which would give Government its 25^ per cent share of 
net assets (X) may be found with the help of the 

formula given below : 

IQQG-Gg-lOOC-bCc. 

X=1U0 ' 4£, ~ 

For example, if the percentage change in G and C 
is equal, or g and c are both 40, 40 per cent remission 
will give the Government 25 per cent of net assets. 
If, on the other hand, g = 40, andc==25, the remission 
must be 75 per cent so that the land revenue demand 
does not exceed 25 per cent of net assets. 

What have the peasant proprietor’s miserable 
plight, the inelasticity of agricultural costs, the rigidi- 
ty of land revenue collections, the inadequate nature 
of the remissions granted, and the palpable dishonesty 
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of the new principles of assessment to do with 

Indian socialism ” ? I claim that they indicate the 
lines on which socialists in the Punjab, at any rate, 
snould work. The chief problem here is not the 
exploitation of the peasant proprietor by the money- 
ender. That is at an end. Further, the money- 
lender enjoys little political power. He does not 
govern the country. Socialist fury directed against 
the money-lender is senseless. But the organisation 
of peasants to secure the recognition of their just 
demands in regard to the land revenue and water- 
rates IS of the greatest importance. These demands 

(1) That the land revenue system be abolished, 
and agricultural incomes subjected to a graduated 
income-tax, with an exemption limit. 

(2) That water-rates be reduced, 
cease to be levied as a tax. 


so that they 



Ponderous treatises have been written on dialec- 
tical materialism, some of which are the merest trash. 
The best and the most authoritative exposition of 
Marxian dialectic is found in a short essay entitled 
Der dialaktische Materialismus by F. Engels. ^ I 
have relied exclusively on this for the interpretation 
which follows. 

Dialectic is a method of reasoning. Engels dis- 
tinguished Marxian dialectic on the one hand from 
the method of the natural sciences, and on the other 
from metaphysical reasoning. The student of natural 
phenomena analyses nature, divides natural pheno- 
mena and natural objects into distinct classes, investi- 

1 Included in Die Entwicklung Oes Sozialismus wn 
Aer Uiopiezur Wissmschaft. See RaOek, Der 

Bntwichlung des SoziaMsmus zur W tssenschaft und rat , 
Berlin, 1924. Cited later as Entwicklung 
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gates the anatomic struc.tee of organic bodies etc. 
This method has extended the boundaries of human 
knowledges but its defect is that it concentrates 
attention on details of natural objects and natural 
phenomenaj ignoring their mutual connections and 
inter-relations — it studies them not as things in motion 
but as standing still ; not as things essentially alter- 
able, but as constant ; not as things having life, but 
as dead.^ . 

The metaphysical method is as little satisfactory. 
For the metaphysician, says Engels, things and con- 
ceptions are fixed, constant and given objects of 
investigation. The metaphysician thinks in terms of 
direct contrasts ; he says, * yes ‘ yes h or ‘ no ‘ no h 
For him a thing either exists or it does not exist ; a 
thing cannot be itself and at the same time also some- 
thing else. “Positive and negative exclude each 
other ; cause and effect likewise stand in rigid contrast 
to each other This method of reasoning appeals 
to us, for we say, ‘ Is not cause different from effect ?’, 
and. we find it difficult to conceive of a thing being 
itself and also something else. But life is complex, 
not simple ; it is nothing fixed, but alterable and ever 
altering. He who forgets this, fails to see the inter- 
relations between Individual objects, their appearance 
and disappearance, their condition of rest and move- 
ment : he does not see the wood for the trees {vor 

^lEntwicklungf p. . 25. 
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lauter Baumen den Wald mcht sieht). 

our viewpoint and regard individual things and even. 

-IS part of a world-whole {Weli-gccnzen), tcey - 
‘ttoit'mdepmdBice and mdividnality : 
is i«tet.depsndence and .ntaract.on ^ ' 

“even causes and efFects change places coustan .y, 
jris effect just now or here, in 

later is transformed into a cause, and vice versa . 

We may take human history as an example, 
vv^xiiaj vrATip to the historian 

Has history any meaning • bistorv 

who is concerned with indiv.dnal evenB. Bo‘ h-ctoy 
acouires a meaning when it is v.ewed as .he enter 
manifestation of the working of an inner ■ 

So regard.! hietory immediately becomes the 
toeZment process of h.manity" War EaWcHaags. 
pfozess def MenschJieit)^ 

Hegel for the first time viewed the whole natura . 
historical and intellectual world as a 
praises him for that. But Hegel was an 
L not treat the ideas that his mind conceived as, 
abstract representations of real things and occurrences 
Tut taught%hat thirigsand development were the 
realisation of some ‘Idea’ pre-existing before the 
. world began. Hegel thus turned everything mpside 

down {Damit wr alles auf den Kopf gestellt. ) 
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history the development process of humanity, and it 
IS Its task to discover the laws of change.^ 

MARXIST INTERPRETATION OF HISTORY 

To the Marxist human history is the history of 
class-struggles. The Communist Manifesto begins 
with this statement. The mode of economic produc- 

social order necessarily re- 
su tmg therefrom, form the foundation for the politi- 
cai and intellectual history of that epoch. It follows 
that the whole of human history {since the abandon- 
ment of the common ownership of land in ancient 
times) ,is a history of class-struggles between the 
exp 01 er and the exploited, the governing class and 
hose governed Will this struggle ever end, and if 
so, now The struggle has now reached a stage,” 
wrote Engels on 28tli June, 1883 (after Marx’s death) 
in, his introduction to a new edition of the Communist 
Manifesto, when the exploited and the oppressed 
classes (the proletariat) cannot free themselves from 
the exploiters and oppressors (the bourgeoisie) without 
freeing the whole society for ever from exploitation, 
oppression and class-struggles.” This fundamental 
idea KGrundgedanke), he added, belongs specially and 
exclusively to Marx. 

Dialectical materialism thus interprets human 
fff:-fi:Eni^ickluug, p. / 29." 
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history as a, history of class-struggles. This is the 
leading idea of Marxian dialectic. 

What led to the discovery of this law of human 
society, class-struggles? 

In the year 1831 there took place at Lyon the 
first workers’ rising. It was followed by the first 
national workers’ movement, which culminated m t* e 
Chartist agitation in England. “These new facts, 
says Engels in his essay on Dialectical Matenahsm, 
“compelled a re-examination of the whole of history, 
and then it appeared that all (italics Enpls’s), except- 
ing only very ancient society, was the history of class- 
struggles, that these warring classes of society were 
the outcome of conditions relating to produchon and 
transport— in one word, of the economic conditions of 
their epoch; that the economic structure of society 
is the real foundation on which rests the whole super- 
structure of legal and political institutions, and which 
finally explains the religious, philosoplncal and other 
conceptions of every historical epoch. 

Marx further revealed the secrets of capitalistic 
production— the creation of surplus value. He showed 
that the appropriation of unpaid labour was the funda- 
mental form of capitalistic mode of production, which 
leads to the exploitation of the labourer. “These two 
great discoveries,” says Engels in concluding his 
essay on Dialectical Materialism, “the materialistic 

^ Eutwicklung, p. 31. 
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conception of 'history and laying bare of the secrets of 
capitalistic production through 'surplus values we owe 
to Marx. With them socialism became a science...’* 
Such is scientific socialism and such are the two 
main pillars on which it rests. We are not concerned 
here with surplus value. But the interpretation of 
history as a history of class struggles deserves careful 
examination. If dialectical materialism stands the 
test of criticism ; if we find that ciass-struggles,'caiised 
by the mode of economic production, really and wholly 
explain the rise and downfall of nations ; if no other 
more fundamental principle is found to be at work 
in history — then we must prepare for the inevitable. 
And we may hasjten the advent of socialism by gene- 
rating class consciousness, fomenting class hatred, and 
proclaiming class war. 

STRUGGLE FOR EXISTENCE 
Is the whole of Indian history of pre-British days 
—I am particularly referring to the successive waves 
of oohquest ivhich swept over India from across the 
North-West — really and wholly explained by class 
struggle, that is, struggle between the different 
economic classes ? 

I doubt' it Even the most fanatical Marxist 
must admit that religion has played an important role 
in Indian history. Even at the present time the 
pernicious influence of religion is felt in Indian 


^ Entwicklung, p. 33, 
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politics; Indian history woma taKe a uuicicul. 
if the differences created by religion could be oblitera- 
ted and a united Indian nation came into being. No 
Indian nation exists at present (I say this with res- 
pectful apologies to Indian leaders who maintain the 

contrary). 

But let us ignore religion and the history it has 
made and is making. Is there no principle at work 
in history except that of class-struggles ? 

The answer is ' Yes.’ This is the Struggle for 
Existence. It is of much wider application than class- 
struggles. The struggle for existence and survival of 
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world ? asks Hermann Duncker.® And his answer 
IS practically nothing’ (So gut me nichts). That 
would be the answer of every good Marxist. But the 
fact remains that the biological struggle for existence 
has made an end of class-struggles’ as an interpreta- 
lion of history. 

The test of every scientific theory is whether it 

explains the facts. Einstein’s relativity was onlv 
accepted w>-hen it had been confirmed by observation. 
1 here is no reason why the same test should not be 

applied- to. Marxian dialectic.' ■ 

Now there are many facts of history which 
are explained by the struggle for existence, but not by 
class-struggles. Let me give a few examples. 

Mussolini has made a bit of history. History is 
full of similar instances — unprovoked aggression and 
ruthless conquest in the interest of the victor. The 
British are in India for the good of India, but 
Mussolini did not go to Abyssinia primarily to civilise 
the natives. Mussolini is no hypocrite. Italy wants 
raw materials, markets for the products of her indus- 
tries, and outlets for her rapidly growing population. 
She wa.s shabbily treated by the Allies at the end of 

the Great War, but by the force of her arms she has 

carved out a colonial empire for herself. The Italian 
conquest of Abyssinia cannot be interpreted by the 
wildest stretch of imagination as an instance of class- 

® Introduction to Eniwicklung etc., p. 5. 
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Struggle ; it is one of countless examples of the straggle 
for existence and survival of the fittest. 

Britain’s relations with Italy have ‘ deteriorated/ 
Britain is feverishly re-arming, which, however, is not 
directed against anybody — it is only a gesture of peace 
and goodwill, like Mussolini’s ‘forest of bayonets/ 
Now’ there is a conflict of interests between British 
labour and British capital. Let us assume that the 
British proletariat, fully accepting the Marxian 
view of class struggle, organises itself to overthrow 
the bourgeoisie and to establish a class-less society in 
Britain. Whatever the outcome of this class war, it 
must weaken Britain. For, supposing for the sake of 
argument, Mussolini’s ‘forest of bayonets’ was not 
exactly a gesture of peace, but meant what a * forest 
of bayonets ’ ordinarily means, Mussolini, who does 
not subscribe to the doctrine of class war, may not 
choose to wait until the British proletariat had emerged 
triumphant from the civil war. Long before the civil 
war was over, the British Empire might disappear. 

The Marxist would probably admit that such 
might conceivably be the result of class war in 
Britain. But he will insist that wars are the inevitable 
result of the capitalist system of production. Well, 
then, let us assume that the whole world has turned 
socialist, that in every country a class-less society 
has been brought into existence, or that the world 
proletariat has freed itself for ever from the exploi- 
tation and oppression of the bourgeoisie by freeing 
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the wlible liamaii society 'for .ever' from exploitation, 
oppression- and class -struggles. 

■ ; • , Will there be an end of war then ? ' 

• , • No. Class ' struggles may disappear, but the 

: Struggle for existence will remain. And the struggle 

for existence is the root cause of war. 

The Marxist may have an answer even to that. 
He may argue that when world socialism comes, the 
whole human society will become one great family 
of workers, that we shall all live together as brothers, 
that a reconstituted League of Nations will take 
oyer the government of the whole world as a single 
unit, planning world production and distribution and 
equalising wealth and income in all parts of the globe. 
All this is certainly possible, but human nature must 
first be radically transformed. 

Frankly, with my limited intelligence, I am 
unable to conceive of a class-less world society coming 
into existence in the near future. And what is the 
good of a class-less world society if it will come only 
sometime before the end of the world ? 

The growth of numbers in different countries 
can never be equalised, and unequal rates of growth 
must give risse to the struggle for existence, even if it 
could be temporarily suppressed. 

In any case ideals which for all practical 
purposes are imrealisable, have little value for India 
in her present dependent political situation. 

The straggle for existence 'is a fact, in its 
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national aspect the struggle for existence is human 
history. And in the struggle for existence among 
nations, victory belongs to a strong and united nation 
with the will to survive, not to a disunited people, whose 
economic classes are engaged in relentless civil 
war. That, particularly for a dependent country 
struggling to become free, is the path of eternal 
slavery, destruction and annihilation. 

What was the attitude of Marx and Engels 
towards the struggle for existence ? 

Darwin’s Origin of Species appeared in 1859. 
On December 19, 1860, Marx thus referred to the 
book in a letter to Engels : 

^'Although it is developed in crude English style, 
this is the book which contains the basis in natural 


our view. 
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In a later epistle, dated June 18th, 1862, Marx is 
more critical : 

“ I am amused by the statement of Darwin, whom 
l am reading now,” Marx wrote, “ that he applies 
the Malthusian theory to plants and animals also, 
whereas the whole point of Mr. Malthus lies in the 
fact that he does not apply his theory to plants and 
animals, but only to men — with geometrical 
progression — as opposed to plants and animals.” ^ 

It is difficult to understand Marx. It is not 
possible to quarrel with Darwin because be found 

^ Marxism and Modern Thought, by N. I. Bukharin 
and others, London, 1935, p. 193. 
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that'.tlie law of over-production, first stated by 
Malthus in connection with mankind, which gives rise 
to the struggle for existence, ‘‘applies with manifold 
force to the whole animal and vegetable kingdoms”. 
Did Marx mean that the law of over-production did 
not hold true of plants and animals ? 

Engels vehemently protested against the trans- 
ference of theories from organic nature to history. 
In a letter to P. Lavrov he said : 

“ The whole of Darwin’s teaching on the struggle 
for existence is simply the transference from the 
social sphere into the sphere of nature of the teaching 
of Hobbes on helium omnium contra omnes (the war 
of all against all) and the bourgeois economic teaching 
on competition together with the Malthusian theory 
of population. Having made this piece of jugglery, 
(the unconditional truth of which I dispute, parti- 
cularly so far as the Malthusian theory is concerned) 
they again transfer the same theories from organic 
nature to history, and then declare that they are 
proved to be true as the eternal laws of human society. 
The childish nature of this procedure is ail too 
evident ; no comment is necessary” {Die Kindlich- 
keit dieser Prozedur springt in die Augen ; man 
braucht kein Wort darueher zu verlieren) 

According to Engels there is no struggle for 
existence in human society because man does not 
merely gather the means of existence but produces 
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them. That sets man free from the struggle for 
existence — ‘a truly remarkable idea ! ■ Italians may 
have produced all their means of existence within 
their own country and spared x\byssinia all the horrors 
of -war and conquest. 

Engels might have taken a less prejudiced view 
of the struggle for existence if he, like Marx, had not 
been obsessed with the idea of class -struggle, **Tiie 
view of past history as merely a series of class- 
struggles suffices,” he wrote, to show the conception 
of the same history as a weak variation of the 
struggle for existence in ail its shallowness” (in ihrer 
gamen Seichfigkeit erscheinen zii 

Engels viewed the struggle for existence and 
class-struggle as two independent principles, with 
two independent spheres of operation — the one regu- 
lated organic nature and the other human society. 

In his speech on Marx’s grave (1883) Engels 
said : '‘As Darwin discovered the law of evolution of 
organic nature, so Marx discovered the law of evolu- 
tion of human society... 

According to Darwin, on the other hand, man, as 
an animal and as a part of organic nature, is subject 
to the law of organic evolution, f.e., over-production, 
struggle for existence and natural selection » Because 
there is over-production, there is the struggle for 

Friedrich Engets^ ein0 Biographies by Gustav 
Mayer, vol. 11, the Hague, 1934 p. 320, 

Eie Bntwichlung des Sozialismus zur Wissenschaft 
und Tat, Berlin, 1924, p. 31, n. 




SOCIALISM; 

existence; because there is this struggle for existence, 
there is natural selection.. One may regret the 
tendency of mankind to increase more rapidly than 
the means of subsistence (broadly conceived as 
material ^requisites of well-being), “ But,” to follow 
Darwin, as man suflfers from the same physical evils 
as the lower animals, he has no right to expect an 
immunity from the evils consequent on the struggle 
for existence.” The result of natural selection is 
the progress of civilisation. The attendant evils of 
the struggle for existence and natural selection are 
well-known. The whole process, in the case of man, 
as m that of lower animals, is unintelligent and heart- 
lessly cruel. It has led to the extinction of races.'’ 
It explains the long serfdom of Hindus and their 
infinite sufferings in history, equalled, perhaps, by 
those of the J ews alone. 

The reader may choose between Darwin and 
Marx. To my mind there is no choice at all. It is 
perfect!}? ridiculous to set up the principle of class- 
struggle above that of the struggle for existence, or to 
claim that man is immune from the struggle for 
existence, or to interpret all history as a history of 
■Tclass-st3mggles*:'r^ 

The Marxist tends to over-emphasi^e , class 
antagonisms. , Engels in , criticizing Darwin drew 

^?io^ 0 / Man, published by John Murray 1922* 

p. .4iy. 

See The Descent of Man, chapters V and VII. 
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attention to harmony as.' well as. coiiflictj> _ war as' 
well as cooperation” in nature.; 'Both ' elements are 
found in human society. . - ' . 

' 111 a sense there is a conflict of interests through- 

out human society. Take a particular country, e.g,, 
India. The interests of the peasant are opposed, to 
those of the money-lender. The money lender, let us 
say, exploits the peasant, the exploitation being 
facilitated by the existing economic conditions— -the, 
unwillingness of joint-stock banks to finance peasant's, 
inability of cooperative societies , to meet ' their 
requirements, the resourcelessness of the peasant, ,the 
rigid realisation of heavy Government dues which - 
compels the peasant to borrow'-^there is, in short, a 
great demand for capital, but the^^ supply is inadequate. 
Charging exorbitant rates of interest {to cover risks) is" 
in the interest of the -money dender.:; to pay neither' 
interest nor principal is what; the peasant wants.' 
Government , are chiefly interested in their , own 
.revenue ; they will not sacrifice. their revenue to make', 
things easier for the peasant, and they care less .for 
the money-lender. Again, under 'existing economic, 
conditions (the number of ^ cultivators has increased 
rapidly, while the area under cultivation is practically 
stationary), the tenant works almost entirely for the 
benefit pf the landlord. It is' in the interest ’ of the 
landlord to ^take his customary share of baiaij even 
when the year’s cultivation , shows net , loss for the 
tenant j' while the tenant seesmo good reaton why he 
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Simlaily a.te ,s a coaSict of interests betaeen 
factory workers and factory owners, and other workers 
and their empJoyers. The interests of the producer 
are opposed to those of the consumer, of the seller 
o those of the buyer, of newspaper editors to those 
of their contributors, of students to those of teachers 
and so on ad infinitum. There is scope for starting 
not one out a hundred class wars, for there is no 
economic class which has not something or other to 
compfam of, which has no grievances, fancied or real. 

But what IS the consequence of class-war ? I am 
taking^ an illustration which is not entirely suitable 
but it is not witnout rnoaning, 

Asa teacher I would like to draw the highest 
salary without doing a stroke of work—that is really 
and truly in my interest. Without having to lecture 
one may devote one’s entire time to quiet study and 
reflection on the inner meaning of things. Students 
on the other hand, %vould be glad to receive more 
instruction and individual attention, without paying 
any fees at all. Class-war begins in a college, result 
mg m daily strikes and lock-outs. This college must 
m the end be closed-itis not fit to survive in the 
struggle for existence among colleges. In order to 
survive, students and teachers must be able to 
harmonise their conflicting interests, so that discip- 
line IS maintained and work is done-the management 
must see to that. 
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The same argument applies to work in fields and 
factories. It is the duty of ''the' - State to produce a 
harmony of interests where there is , a . 'conflict. , „ That 
::iS:'What /the State; exists for. ^ 

There would be little objection to class -war if 
India were a free country and isolated from the 
world. Then the proletariat might settle its differences 
with the bourgeoisie without a third party taking 
advantage of the quarrel for strengthening its own 
position and ruthlessly exploiting both. But the 
world is divided into distinct nations or peoples. If 
not a political unit or nation, India is a geographical 
unit, and as such, our country is engaged in the 
struggle for existence with other nations or countries. 
Even if class-war may be interpreted as an internal 
struggle for existence among different economic classes 
within a country, there is a larger, wider and more 
terrible external struggle for existence which embraces 
the whole of humanity. No country can ignore this 
wider struggle without endangering its safety. The 
meaning of class- war in a dependent country is still 
more plain. 

UTOPIA OR SCIENTIFIC , socialism’?;:' 

In explaining Marx’s conception of history Sidney 
Hook incidentally remarks : Had the international 
proletariat been both sufficiently organised and 
genuinely Marxist, it might have transformed the 
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.worid'war into an 'international civil war and 'fought' 
its way to socialism.*’ 

An liitetBational civil war, breaking out simuita-- 
neoiisly in all countries, might lead to world socialism. 

' But the situation would ba dangerous for particular 
countries if the civil war was not simultaneously 
mternationaL And the wider struggle for existence 
Vfould not end even with the advent of world social- . 
isrii, for nations would remain, each with its own 
natural and other resources,^ its own rate of growth, 

■ itS''- 0'\vii ■ ^ of living. Marx indeed said : 

** Workers have no Fatherland” {Die Arbeiter haben 
-Socialism/' is'''' ;essentialiy 

national in outlook. But it is impossible to expect 
that socialism would abolish nationality. The sentiment 
of nationality is too deep-rooted : in the biological 
struggle for existence it represents the instinct of 
self-preservation of a geographical or political group. 

Marx thought that with the development of the 
bourgeoisie, of freedom of trade and the world market 
and with the growing uniformity of industrial pro- 
doction, differences among nations were tending to 
disappear. And he said : 

The rule of the proletariat would make them 
..disappear still more/ United action, at least on 
. the part of civilised countries, is the most important 
condition for setting the proletariat free. 

Towards the Understanding of Karl Marx by Sidney 
Hook, London, 1933, p. lOS, 

■ 90 , 
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*^4ccordiiig as the exploitation of one individual 
by another ceases, %vill the exploitation of' one nation 
by... another .cease.-.. ■ ' ■ C:;:: 

“'When ^.tlie, conflict . of /classes;.' witiim a;, nation, 
,;;ceases//the' hostile attitude' of ..one; 'nation.''',-' against,, 
another will also cease.” 

This is utopia, not scientific socialism. 

'Tlie "past, "75 years .have seen a very great-'develop.-^- 
world trade.. and' /industry . , The'./ bourgeoisie 
has grown, and there is a greater and greater unifor- 
mity of industrial output due to methods of mass 
,:.;'prod.uctioii. ;.' But"'..it'''must;' 'be =ad.mitted//:that,:'',:tiiP,i;^ 
structure ;capltaiisin'T.o-d'ay .' /■' is ''ipaterially/'dite 
from what it was about 1850. Capitalism^ has 
produced '■ new /Classes, ' which are , more / In;' ';dlliance/:W^|b';;' 
the bourgeoisie than hostile to it Freedom of trade 
is gone completely ; the world market in many com- 
;....inod.ities is;:;'.;" 'breaking ■, up'-; , ^ eeonomip':.';.^''.':iiat'i'oniii^^ 
(outcome of the struggle for existence) has put an 
end to laissez faire* If one chooses to shut one’s 
eyes to facts one may still maintain that the world is 
steadily' progressing towards the Marxian ideal of a ■ 
class-less world society. What .is evident to me 'and . 
to most people is that the struggle for existence 
among nations to-^day is more bitter than ever 'bef Prey - '■ 
and that a gigantic conflict is in preparation which ■ 
will decide the fate of empires. And woe to the 

Da$ Kommunisfische' Manifest , Berlin, 1923, p. 39. ‘ 
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country wliiclij, ignoring the necessity of united action 
at a critical time like this, treads the path of civil war. 

STRUGGLE FOR SWARAJ 1$' OUR STRUGGLE 
FOR EXISTENCE 

India’s straggle for swaraj has two main econo- 
mic aspects. It may be viewed as a struggle to 
secure a better distribution of wealth, in which case 
it becomes an internal class-struggle. Or we may 
view it as a struggle to change the political and 
economic system of the country with the object of 
augmenting national production and everyone’s share 
in it The question of distribution is not ignored, 
but there is greater emphasis on production. If the 
latter view is taken of the struggle for swaraj, our 
endeavour will be to minimize class -conflicts, and 
to concentrate all efforts on the creation of a united 
front in the international struggle for existence. 

I must not be mis- understood. I am not neglec- 
ting the unjust distribution of wealth in India. 
Even in the Punjab? the Province of peasant proprie- 
tors, land, the chief form of wealth in an agricultural 
country, is very unequally distributed. Roughly, 
in the Punjab, over 58 per cent, of the owners own 
only 12 per cent, of the cultivated area, while more 
than 61 per cent, of the cultivated area is owned by 
15*5 percent, of the total number of owners. The 
smallest owners, 17*3 per cent, of the total, possessing 
less than 1 acre of land each, own less than 1 per 

92 



cent, of tha total cultivable area. They are indistia- 
gnishable from ' tenants, for» to make a living, they 
have to take land for cultivation on haiai from bigger 
owners. ' ' 

We may start a class-war between bigger 
and smaller cultivating-owners, and between the land- 
less and the land-owning classes. 

In the Zamindari provinces there are greater 
inequalities still in the distribution of agricultural 
wealth. But suppose we pool all agricultural land and 
divide it equally among all cultivators. Will that 
solve all problems ? Will that make the cultivator 
prosperous ? It should, if our chief difficulties arise 
from a faulty distribution of wealth. 

What are the facts ? How much land do we 
possess per cultivator ? 
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From 2*1 ’acres in Beli-ar and Orissa, 'land per . 
cultivator rises to 7*2 acres in the Punjab and 7*3 
acres in BombajL Is the produce of 7 acres orjess 
siifiicient to maintain a family in comfort ? Not 
under existing conditions of cultivation. 

Cultivating proprietorship, let me say, is the 
genuinely Indian system of land tenure. The non- 
cultivating landlord is a product of British' rule — 
one of the blessings of British administration. 
Under Akbar there were only two partners in culti- 
vation, the cultivating ■proprietor, and the „ state. 

I -have said ‘cultivating proprietor’ for a good reason. ’ 
Rights of property in land were recognized under' the 
Moghuls, as they were recognized under Hindu Kings. ' 
v,::Abdi'il-Fazal sayS'in.'the 

Tenants 'were not unknown, but the policy ■ of 
Akbar was to encourage cultivating proprietorship. 
This is shown by instructions to the revenue-collector ; 

Similarly, in the Punjab, Sikh rulers did not favour 
the claims of non-working in termediaries. The 
Government wanted all the revenue for itself--*it 
was not prepared to share it with useless middlemen. ^ ■■ 
About- Dewan Sawan Mai, Mr, E. P, Steedman 
Writes: “In practice the Dewan held that no man . 
had any right to any land that he could not cultivate, 
and grants of waste-laud were given to any body who 
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could bring it tinder cultivation. Not only did this 
take place, but many persons who had formerly been 
tenants -at-will, found themselves invested with the 
doubtful privilege of paying direct to the State. 
The proprietors dropped out because there was no 
room for them.’'^^ 

A very strong case could be made out for land 
nationalization, which means in India the restoration 
of our traditional cultivating proprietorship. Abun- 
dant justification exists fora class-war against the 
non- cultivating proprietor on this basis. 

But economic conditions have changed material- 
ly during the past 100 years. The population has 
grown, the pressure of population on the soil has 
increased ; some non -agricultural sources of wealth- 
production, hand- industries have been destroyed, 

and no new sources have been created to provide 
employment for surplus agricultural labour on the 
scale required. 

These are important considerations, which 
possess the greatest . value in determining the guiding 
lines for the national struggle. 

In spite of industrial progress the proportion 
of the population dependent on industry’ (including 
cottage industries) declined from 15*5 per cent, in 
1901 to 10 per cent in 1931. This is due to the 
destruction of cottage industries. If, owing to the 

Report on the Revised Settlement of the Jhang 
District, X$74-80, p. 69. 
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competition of machinery^ 10 hand workers lose their 
jobsj only one or two find employment in factories, 
...The : . use, of ..machinery, .under such conditions, causes 
.^';,.uiie!iiploy.m.ent in' India and crea'tes ..■ eHiployment ■ in 
other countries. 

■ In consequence, the proportion ;■ of the popalatlon, 
dependent on agriculture has steadily increased. It 
was 65; per cent, in J,90L It is now .more than 71 ■ 
.percent* There was a considerable increase ■■an,' 
population in 192 1-31, 10*6 per cent In some 
..'.proyinces, cultivators.' increased by a-: larger:percenta.go; 

The progress of agriculture did not keep pace 
with the growth of numbers in 1921-31. The average 
net area sown in 1911-12 to 1920-21 was 220 million 
acres, as compared with 226 million acres, the 
average for 1921-22 to 1930-31. Under such 
conditions the land can support larger numbers only 
on the assumption that the cultivators accommodate 
themselves to a lower standard of living — for the 
pressure on agriculture is not relieved by emigration 
to foreign countries. 

Such is actually the case, 

In the United Provinces the possessions of the 
ordinary peasant consist in a little land, a pair of 
bullocks, seed for the next crop, and bare necessities, 
le., the clothes he stands up in,’ cooking utensils 
and an unsaleable house. The cultivator’s standard 
of comfort is already so “miserably low,” that there 
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, , is Jittle’, scope ior a further reduction of .family expen* 

In Bihar ‘and Orissa the cultivator is advised to 
*cut his coat according to his cloth.” The area 
under cultivation in 1931 was slightly smaller than 
in 1921. The yield per acre has not increased. Are 
there any other sources of income besides agricul- 
■ .;iure /? , .** Practically none,” saysfhe; Census Coaim,i%^^ 
'sioner, 1931.^®' 

As a result of the trade depression “ numbers 
have been forced back on the land ” in the Bombay 
Presidency. The pressure on agriculture has in- 
creased. The development of organised industries may 
reduce the pressure. But that is a slow process. 
‘The solution must be for a time a tightening of the 
belt, which, ’’ says the Census Commissioner, 1931 
(Bombay) “means a slight lowering in the vStandards 
of comfort to w^hich the present generation has become 
accustomed. ” 

In Madras the saturation point has been reached 
in regard to agriculture in certain parts with centres 
at Pudukhottai and Musiri. “ Other adjoining areas 
are in the position that a strong and continuing emi- 
gration flow is necessary to maintain population level 
of subsistence. ” 

U. PT Census I^epori, 1931, p. 48, 

Bihar and Orissa Census Report^ 1931, p. 72. 

Bombay Census Report, 1931, p. 24. 

^ Madras Census Report, 1931, p. 46. 
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Bengal s prosperity depended larg*ely on jute, and 
this industry is threatened by the growth of siibsti- 

: ..Bengal .has only '2 6 .acres per- ciiltiyator as ■ 

:;,, conipared;w!th^ Punjab’s acres. ,■ 

The Census Com.tnissioner for the. .■.Pun jab d.raws 
,. .attentio.n. to.the.very big increase in the ‘ already 'Wery ' 
niioierous , category of cultivators,” and.' says:'" :... ^^The 
other resources of. the Province are .ob.viously^not ^ 
keeping , pace with the .rate of increase in the popii- 

,, ' 5 '' 

Reliance cannot be placed on cottage industries 
_ for providing new sources of livelihood for the agricnb 
tural population. The lessons of the past cannot 
:;;:.,be ignored. The revival of cottage industries Is possi- 
ble .only if two conditions are ;.fulfilled:::.<l|th^ 
build a Chinese wall round India, isolating India from ' 
the rest of the world, and (2) puli down all Indian 
factories whose goods compete with the products of 
hand-industries. 

Government’s own rural reconstruetion pro- 
giamme is a joke. Its chief object is to divert atten- 
tion from the grievances of the cultivator against 
high taxation. And let no one imagine that the 
improvement of agriculture through the Imperial 
Council of Agricultural Research, or Provincial 
Agricultural Departments, will relieve the pressure on 
the soil. What is wanted is a change of system, or a 

“ Punjab Census Report, 1931, pp. 221-22. 
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more evenly balanced economy* Agricultural research 
will not bring this about, nor stud bulls* 

Work may be provided for the surplus population 
in the villages in manufacturing industries in towns. 
This solution of the problem has been emphasized over 
and over again. The famine Commission of 1880 
suggested the development of manufacturing industries 
as a means of protecting the masses against the 
horrors of famine. But since 1880 the pressure on 
agricultural resources has not grown lighter but 
heavier. 

Such industrialization as India needs in the in- 
terest of her masses will never take place under 
British rule. And that is what makes the struggle for 
swaraj appear as a phase of the struggle for existence. 

Britain has her own interests to protect, India, 
though not the sole market for British goods, is an 
important market. 

That there is a conflict of economic interests 
between India and England is undeniable. This con- 
flict takes the form, not of a class-struggle, but of the 
struggle for existence between Indian capital and 
labour on the one hand and British capital and labour 
on the other. 

If India became free, England would suffer a 
heavy economic loss, and British labour would share 
that loss. It is as much in the interest of the British ^ 
■working man as in that of the British capitalist 'that | 
India should continue in bondage. 
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The British Labour Party has 'Sympathy for 
India’s political aspirations.- That, sympathy' Avilliieve^^ 
take the material form of swaraj. The British Labour 
/'Party .caiiiiot ' sacrifice- the ' interests- of -millions-' of 
British workers, who directly and indirectly derive 
, benefit from,' Britain’s , Imperial- connection -with India, 
for the sake of pleasing Indian politicians, or for im- 
proving the lot of the Indian worker. Those who are 
dreaming oiswuraj when socialism' comes to -Britain,, 
are cherishing a delusion. In the first place, it is not 
known when socialism will come to Britain — probably 
never. In the second place, when British socialists 
are in power, they will in spite of whatever they may 
have said before, as likely as not, make the discovery 
that India’s interests require the maintenance of the 
British connection. The struggiefor sxvaraj, therefore, 
is not a struggle directed against a particular British 
class, the British bourgeoisie. The British bourgeoisie 
and the British proletariat will stand solidly together 
when the crucial movement comes. They will jointly 
and stubbornly resist our demand for freedom, for the 
freedom of India means the ruin of both in more than 
one sense. 

We have to safeguard our interests as against 
Britain. It is not merely a question of waging war 
against British Imperialism, 

I insist that “ our interests ” in this connection 
mean the general interests of the country, including 
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both labour and capital. It is wrong' to suppose that 
Indian labour alone will gain by swaraj\ and that 
Indian ■ capital is- perfectly happy under bondage. 
There is no direction in which the joint progress of 
labour and capital is not hindered by our dependent 
condition, A few examples may be given. 

India had ships of her own before the arrival of 
Europeans in Indian waters. Indian Nakhiidas are 
frequently mentioned in the Dag Register for 
earlier years. The situation changed when European 
competition began, Indian shipping gradually dis- 
appeared from the seas. Its disappearance was 
due mainly to force and violence. 

At present India has a large foreign trade, but 
the share of Indian shipping in it is insignificant. 
The total number of Indian steam vessels engaged in 
foreign trade in 1935-36 was 35, with a tonnage of 
61,000 as against 1778 British vessels with a tonnage 
of 5i millions. The reply to the demand for the 
reservation of Indian coasting trade for Indian vessels 
was the inclusion of safeguards in the new constitution, 
expressly designed in British interests. Ships registered 
in the United Kingdom cannot be subjected by law in 
British India to any discrimination whatsoever to 
which ships registered in British India are not sub- 

Diary kept by the Dntch at Batavia. 

See Indian Economic Life, Past and Present by 
Brij Harain (Lahore, X929). Chapter IV. 
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jected iiitlie United Kingdom* This is' the well, known 
principle of reciprocity.,. Ships registered in India 
'willj in future, compete on perfectly equal terms with 
ships registered in the United kingdom in the British 
coasting trade and in the carrying trade between the 
United Kingdom and foreign ports. Can hypocrisy 
go further ? We cannot discriminate against British 
capital or British imports. Discrimination or penal 
treatment covered by the special responsibility 
imposed on the Governor General for this purpose 
includes both direct discrimination (whether by 
means of differential tariff rates, or by means of 
differential restrictions on imports) and indirect 
discrimination by means of differential treatment of 
various types of products. No administrative dis-, 
crimination will be permitted either. There used to 
be a Fiscal Autonomy Convention which, in theory, 
gave us the same right to tax imports as is enjoyed 
by the Dominions. The convention has lapsed. 

What is the object of “safeguards** except to 
permanently secure the privileged position of British 
capital in India ? 

Or consider exchange. It is a good illustration 
of the state of semi -vassalage, monetary, financial 
and economic (etat de demi - vassalite monetaire 
financier^ economique) in which, according to M. J. P, 
Koszule, Britain holds her colonies, Dominions and 
many other peoples.^^ Not the Dominions. For Aus- 

Journal des Economistes, May-June 1935» p. Z74, 
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traliaand New Zealand ha¥e depreciated their currency 
below the sterling level. Our sterling exchange is 12i- per 
cent higher than the pre-war rate. The devaluation of 
the franc at the end of September 1936 was followed 
by devaluation in four other countries. With the 
pound sterling the rupee has appreciated 37 per cent, 23 
per cent and about 45 per cent in terms of the French 
franc, the Dutch florin and the Italian lira 
respectively. Devaluation has imposed a severe 
handicap on our exports to these countries. As for 
Germany, in 1928-29 the balance of trade was in our 
favour in the proportion of 2 : 1 ; in 1935-36 exports 
to Germany were valued at 8,69 lakhs and imports 
therefrom at 12,36 lakhs. The total value of exports 
to Germany, Holland, France, Italy and Switzerland 
fell from 74,00 lakhs in 1928-29 to 21,44 lakhs in 
1935-36, a decrease of no less than 71 per cent. 
Considering that, next to the United Kingdom, these 
countries are the most important buyers of Indian 
produce, the position must be described as extremely 
grave. But there is to be no lowering of the exchange 
ratio. India’s credit depends on the maintenance of 
the ISd, sterling rate now, as it depended before on 
the maintenance of the ISd. gold rate. 

India’s feet are firmly planted on the road, not 
to swaraj, but financial ruin. Exports having declined, 
we are paying our debts abroad by exporting gold. 
The export of gold means that India is rapidly 
consuming her capital. The export of gold was 
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regarded with misgiving by Indians as soon as it 
began. Blit our Government rejoiced. “ In fact it 
is clear,” said the Viceroy, “there is not only no 
cause for anxiety in what is now happening, bat that 
it is conferring a great benefit on both public and 
private interest.”®’' The Assembly is not permitted 
to discuss the question, the discussion not being ‘ in 
public interest.’ 

Finally consider the Home Charges, which 
amounted to about ;^16 millions in 1900 and have 
since grown to over ;^30 millions. If the rate of 
exchange were lowered to 16d., the burden of the 
Home Charges will increase in a corresponding 
proportion. This is one argument for maintaining a 
high rate of exchange. Of course the burden of the 
Home Charges cannot be reduced by cutting them. 
We cannot cut them, the Home Charges are 
sacrosanct. Here is this heavy mile-stone hanging 
round India’s neck. For the sake of the Home 
Charges the industry of both the agricultural and the 
industrial worker is subjected to the heavy tax of the 

rate. 

I have referred to the ‘ safeguards exchange, 
gold exports and the Home Charges, not by way of 
stating our grievances, but to illustrate the conflict 
of economic interests between India and Britain. 
Only swaraj can remove this conflict. And again I 

2'!' Address to Indian Legislative Assembly, on Jnnnary 
25 , 1932 . 


■insist that it is not .a 'question of class conflict — Indian 
labour versus the British Imperialistic bourgeoisie^ 
but of India as a whole against Britain as a whole. 

Suppose we discriminateagainst British sbippingj 
British banks^ and British imports' in order to increa,se 
employment for Indian labour, both uneclucatsd and 
educated, The decline of British industries, unless it 
was compensated by the growth of British trade with 
other countries, would reduce employment for British 
labour. The British working _ man knows it, or if 
he 'does not, Sir Oswald Mosley is there to enlighten 
him as to the exact significance of swaraj. 

To my mind the chief content of swaraj is 
ecoDOtnic— it is a question of bread for the masses 
of India. 

Sw^araj for our masses is literally a question of 
life and death. Thus viewed, the struggle for swaraj 
is an aspect -of the universal struggle for existence. 


CHAPTER IV 


A CLASS-LESS SOCIETY 

We must begin with some definitions. What do 
the words ‘socialism’ and ‘communism signify ? 

The terms have a definite, time-honoured mean- 
ing. No one is a ‘communist’ or a ‘socialist’ unless 

he'’ subscribes to a definite, recognised creed. 

I borrow my definitions from a short article on 
communism by Karl Diehl in the most authoritative 
encyclopaedic work on economics, Handwoerifirbuch 
dcr Staatsmssetischajfen : 

“Very often socialism and communism are 
regarded as identical. But this is a mistake. Rather, 
both communism and socialism are forms of col- 

lectivism. , 

“ By collectivism is meant those systems which 

deny private property. While socialism is that form 
of collectivism which would abolish private property 
in means of production (land and capital), communism . 
would abolish private property also in objects of , 
consumption. In a communist system, not mere y 
would instruments of production but the products of 
labour be divided among the members of ^tha society 
according to definite principles of equality. 


^ HWB. Vol. V, p. 821. 
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Elsewhere Karl Diehl writes : 

* Communism goes further than socialism in 
that it would withdraw not merely means of produc- 
tion but objects of ccnsumption from private owner- 
ship. In the socialist State the individual cannot 
own instruments of production, z.e., land, factories 
etc. But he may own objects of consumption, i.e,, 
he may freely dispose over the return from his labour, 
and in exchange for his labour-hours, he may obtain 
an^ goods he pleases (italics Diehrs). It is other- 
wise in a communist society. Such a society not 
only owns all land, tools and implements, but also 
determines the shares in food, clothing etc, going to 
each individual. In other words: socialism would 
abolish private property only in means of production, 
but communism would abolish private property also 
in the products of labour.”^ 

These definitions are nothing new. Still it was 
necessary to cite authority for them, for very often 
the two terms are used interchangeably. As for our 
Government, they may shut up any socialist in 
prison, calling him a communist. 

A communist society is a real class-less society, 
for in such a society there are no differences in indivi- 
dual incomes or wealth. In fact, where all goods are 
owned in common, where every one labours according 
to his faculties and consumes according to his needs, 

® Ueher SoziaUsfnuSt ^Kommunismus and Anarchis- 
mus, by Karl Diehl» Jena, 1922, p. 7. 
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iiidividuai income and wealth cease to have a meaning. 

The commnnist ideal is nothing to be laughed 
at, or nothing which we in the East may deride. It 
is consistent with the highest forms of religious 
idealism. 

Real communist societies have existed in the 
past in North America, and some of them may be 
fiuictioning even now. xA detailed account of two 
such societies .relating to the year 1907 is given by 
Diehl.^ The Amana Society was founded in 1714 in 
the; State, mf , Iowa (U.S.A.). It comprised seven 
villages. The chief occupation of the members was 
agriculture. Every thing was owned in common ; 
but there was violation of the strict principles of 
communism in one respect — each member was allowed 
credit to the extent of 20-50 dollars per year for 
purchasing goods from a common store. This free 
choice, remarks Diehl, is not communistic, nor the 
use of moiiey.^ A communist society has no use for 
'money either a of value ora medium of 

exchange. All goods jointly produced go into the 
common store, out of which every member receives 
a share according to his needs. 

It may be insisted that such communist 
societies as were founded in North America were of 
a strictly religious character. It was expressly 
stated in Article 1 of the Amana Society that the 

^ Diehl, loc. cit. Chapter 11. 

^ Diehl, p. 25, 
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society had not been founded for the realisation of 
worldly, selfish aims, but of God’'s love and His, 
divine purpose. Or, -as Diehl says: “Their State 
Y/as not conceived as ideal in an economic sense, but 
as a State in which no importance was attached to 
economic or wordly matters.”^ The members used to 
spend most of their time in religious exercises. 
Before and after each meal they prayed for a long 
time, and prayer meetings were held every evening. 
The simple life, with strict limitation of wants, was 
the rule. One who knew the Amana Society iiiti- 
Mrs. Sliambaugh says : “Born of religious 
enthusiasm and disciplined by generations, it has ever 
remained pri marly a church.’’^ 

Such ideals command respect. They have been 
respected throughout the East, in India and elsewhere, 
for long centuries. One is reminded of nishham- 
harma and samloshtashmkanchana of the Bhagwad 
Gita (to one who has realised his Self, a clod of 
earth, a stone and gold are the same). Swami 
Ramkrishna Faramhansa was such an one. Swami 
Ram Tiratb was another. Swami Ram Tirath 
regarded property as 'a huge joke.’ “ Godhead is 
your property,” he once said in a Forest Talk, “ but 
the house in which you live or jewellery can never be 
your property.” ^ 

^ Dieh!, p. 28. 

: . ® Diebi, p. 28. 

In Woods of God Realisation^ Vol. 11, p. 237 et, seq. 
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Study tlie lives of Muslim saints. Open Tirzka- 
rat-uhAulm at any page .and read. The saints, one 
and ail, were not interested in 'this world. The Sufi 
despises the world like the Vedantin. The author of 
Giilshafi4-Raz says : 

Badunaii dch mar een dmtyad^ghaiiar 
Ke jtiz sag ra nasha^ad dad murdar. 

Ill the great Masnavi of Maulana Rum we read : 
Gar harad malat 'udu^e rehzane 
ReJizanc ra hurda hashad rehzane 

Saints have been the truest conimunists. 

This is religious communism, or communism 
deriving its inspiration from religion* It has been 
'already stated that in such a society the inembers, 
whose gaze is constantly directed towards Heaven, 
attach no importance to material well-being, and 
deliberately limit their wants. Such a society may 
exist and function successfully so long as religious ' 
enthusiasm lasts* 

Economic communism is different* There is no 
indifference to material goods or comf ort, but 
still there is consumption according to needs. How 
is that possible ? The answer is, that when com- 
munism comes, there will be super-abundance 
of all goods, and therefore every one may take ' 
from the common store what he needs* Wifi' 
not some be tempted to take more ? Certainly 
not. Does it occur to any one now to buy three 
tramway tickets and then occupy one seat, leaving 
ill 
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two UGOcciipied ? The same will be the case with 
all products. The person concerned takes from the 
common store just so ‘ much as he needs, and that 
is all."® 

I may say at once that I regard economic 
communism {as distinguished from the religious 
variety) as a wholly impossible creed. Why ? For 
the simple reason that human wants are insatiable. 
I would like to live in a mansion surrounded by a 
prett 5 ^ garden, to go about in a Rolls Rojme, to 
eat the choicest food, to smoke the finest Havanas, 
to possess all the good books in the world in which 
I may be interested, etc. etc. Excepting a few very 
highly evolved souls, the millions that inhabit this 
country are, perhaps, not less materialistic than 
I am. As for work, if you le^ve it to me, my 
capacity is about zero. A time will never come 
when there will be such super-abundance of ail goods 
that ail may work according to their faculties (or 
do the , minimum amount of work) and consume 
according to their needs (or the maximum amount 
of every good thing). 

SOVIET RUSSIA 

Soviet Russia is a socialist, not a communist 
country. It is not a class-less society. 

An attempt was made soon after the Revolution 
(October 1917) to level down wages. For example, 

® ji. B. C. des KommunismuSt Hamburg, 1921, p. 61. 
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in tlie metal industry, taking the wages of unskilled 
labour as 100, the proportion of skilled to unskilled 
wages sank from 244:100 in August 1917 to 139 : 100 
in June 1918.^ Payments in kind (rations) had the 
effect of further reducing the gap between different 
scales of money wages. But soon there was a 
reaction against the le.veiliog down- of wages. It 
was officially admitted in August 1921 that the 
levelling down of wages “ under existing conditions 
means a senseless waste of the country’s resources ” 
and the Council of People’s Commissars said : 

Ail idea of levelling [of wages] must be decidedly 
rejected.”^^ Different scales of 


wage payments 
were evolved for work requiring varying degrees of 
skill. An investigation into wages, carried out in 
February 1923 by the Central Bureau of Statistics, 
showed that, taking wages for unskilled work as 100, 
the proportion of skilled to unskilled wages in 
extreme cases was: in machine construction 355*9:100, 
in the coal mining industry 411*7:100 and in the 
glass industry even 820:1004^ 

What is the position at present ? 

The Report of the Director, International Labour 
Conference, 19th session (Geneva, 1935) calls 
attention to the general introduction of payment 
by results” in Soviet Russia. Mr. Molotov, it is 

® Der Arbeifslohn and die Lohupalilih in Uussland by 
Dr. Salomon Schwarz, Jena, 1924, p. 22. 

Schwarz, loc, cit, p. 61. 

Schwarz pp, 64 5. ^ . 
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stated, impressed , this- point upon tbe - Gentral Com- 
mittee of the Communist Party in the following terms : 

** We must admit that the middle-class idea of 
wage standardisation is not easy to root out ; but 
rooted out it must be, for if ■ standard wages are not 
abolished? it will be impossible to operate a system 
of payment for labour such as will favour the best 
workers, those who honestly do their bit ; and such 
a system is in the interest not only of the workers, 
but also of the whole proletarian State.”^“^ 

The bread cards have been abolished and ail 
rationing is to be suppressed. 

Inequality of wages necessarily implies inequality 
of 'incomes. It does mot produce a class-less society 
—rather the contrary. 

The account of the piece-work system, the basic 
system for the remuneration of labour in Russia at 
present, may be read in Sidney and Beatrice Webb's 
Soviet Communism (Chapter IX). Its advantages 
are well known. The worker is materially interested in 
increasing his output. Further, in capitalist countries, 
the Webbs tell us, the workers are made to gain less 
per unit the faster they work (piece-work rates are 
degressive). In Soviet Russia, piece-work rates are, 
in some cases, even progressive. The meaning is that 
the incentive of private monetary gain is more fully 
exploited in' Russia to increase the productivity of 
labour than in capitalist countries. 
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One can easily understand the new Soviet 
system of payment by results and appreciate the rea- 
sons which have led to its general introduction. But 
one cannot so easily reconcile the resulting inequality 
in incomes with the communist slogan “ from each 
according to his faculties and to each according to his 
needs at any rate not so easily as the Webbs 
have done. They say : 

In so far as individual communists have indul- 
ged in ideals as to how the wealth of the community 
should be distributed among its members, the slogan 
has always been one of inequality [!]. This in fact 
has constantly been expressed in the phrase “ from 
each according to his faculties and to each according 
to his needs, which is certainly diametrically opposed 
to an equality among individuals, in the sense of 
identity either in rewards or in sacrifices.” ^ 

Where payment is by results, consumption will 
be limited by income. It may not be according 
to needs. Workers with the highest income will 
have all the necessaries they want and may even 
indulge in luxuries, both harmless and harmful. 
Workers of the lowest grade may well find that, 
on account of their limited income, they must dispense 
with the comforts they need. Piece-work rates are 
based on the value of the labourer concerned to 
the employer (it is immaterial whether the employer 
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is an individual capitalist or the socialist State), 
not on the needs of the worker as a member of a 
civilised community. One may, arguing sophistically 

like the Webbs, even claim that in capitalist countries 
production and distribution proceed according to the 
communist slogan since inequality is the very essence 
of this slogan and there is the greatest inequality 
both in rewards and sacrifices under capitalism! 

From the sophistry of the Webbs it is refreshing 
to turn ^ to the frank and. honest,, co.nce,,ptio,n of 
distribution in a communist society as outlined by 
Engels in Anti-Biiehring}^ Herr Dueliring had 
gone far enough, but his WJalitari an’ system still 
fell short of the communist ideal. Herr Dueliring 
admitted the 'equal right to consume’ ^ corresponding 
to * the equal obligation to produce’: Labour..,.. Js 

here offered in exchange against other laboiii on the 
basis of equal valuation... Service and counter- 
service represent here real equality between 
quantities of labour.” Herr Duehring favoured 
** Equalisation of men’s energies, whether the 
individuals have in fact done more or less, or perhaps 
even nothing at all.” Wages are necessarily the 
same for all’ There is a difference between prices 
and Value’ in capitalist societies. In Herr Duehring s 
commune prices are determined by the estimate of 
the quantity of labour required to produce a 
commodity, thus -realising the 'absolute value” of 
w Anti'Duehring (Martin Lawrence), Part HI. Chapter IV. 
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Marx* Equal wages and , equal prices establish 
quantitative if not qualitative equality of , con- 
sumption” and thereby realise the ''universal 
principle of justice”. 

Herr Duehring tolerated one slight departure 
from the principle of equality, " The equality in 
principle of economic rights does not exclude the 
voluntary addition to what justice requires, of an 
expression of special recognition and honour... 
Society honours itself, in distinguishing the higher 
types of work by a moderate additional allocation 
for consumption.” In regard to w^hich Engels 
satirically remarks : "And Herr Duehring, too, honours 
himself, when combining the innocence of a dove 
with the wisdom of a serpent, be bestows such 
touching care on the moderate additional consumption 
of the Duehrings of the future.” 

Hen: Duehring also permitted inheritance* But 
wealth thus accumulated does not "aim-at the creation 
of means of production and rent-receiving existences.” 

Money is also used in Herr Duehring’s commune, 
but it serves as a mere labour certificate — it is no 
more money than a ticket for a theatre. The 
monetary unit may therefore be represented by a 
piece of paper* a farthing or a gold coin. Money in 
Herr Duehring's commime is totally superfluous — 
Engels admits that. Prices being equal to value, : 
products of equal labour are exchanged against 
products of equal labour* The basis of exchange 
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might as well be labour-time with the labour-hour 
as a unit. 

Herr Diiehring’s commune is communist in a far 
more real sense than present-day Russia, still Engels 
was not pleased with it. Herr Dueliring permits 
everyone to do what he likes with his money. Some 
of the members may begin to form little hoards, 
which they may lend to others on interest. The 
usurer thus reappears. The borrowed money will be 
accepted by the commune on payment for means of 
subsistence — money thus becomes what it is in 
capitalist societies, the general means of circulation. 
Inheritance also makes a wide breach in Herr 
Duehring’s ‘quantitatively equal consumption.’ 

If metallic money is used, say gold, members of 
the commune are given a new motive to the accumu- 
lation of a hoard, to getting rich, to usury — they 
may invest their savings in foreign countries. The 
usurers are thus transformed into dealers in the means 
of circulation, bankers, controllers of world money, 
and therefore into controllers of production, and 
therefore into controllers of the means of production. 
To Engels’s mind no compromise is possible, so far 
as money is concerned. If money remains, communism 
goes. He has no objection to Owen’s ‘labour 
certificates h but they represent a transitional stage. 
In the final stage, or under complete communism, 
there is “ free utilisation of the resources of society ’’ 
(p. 342). 
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Where there is free utilisation of the resources of 
society there is no need for exchange, nor, ccnseqiient- 
I 37 , for money. Nor has such a society any use for 
the concept of * value ’ : — 

Commodity production, however, is by no means 
the only form of social production. In the ancient 
Indian communities and in the family communities 
of the Southern Slavs, products are not transformed 
into commodities. The members of the community 
are directly associated for production ; the work is 
distributed on the basis of tradition and requirements, 
and likewise the products which are destined for 
consumption. Direct social production and direct 
distribution exclude all exchange of commodities, 
therefore also the transformation of the products into 
commodities (at any rate within the community) and 
consequently also their transformation into values 
{p. 345). 

On the question of exchange, or the transforma- 
tion of products into commodities, Engels also takes 
up an uncompromising position. For as soon as 
commodities emerge, values emerge with them, no 
matter what values embody. He insists again and 
again that under communism values are not assigned 
to products : “People will be able to manage every- 
thing very simply without the intervention of the 
famous ‘ value ’ {p. 346). “ The value form of 

products therefore already contains in germ the whole 
capitalist form of production, the antagonism between 


capitalists and wage workers, the indiistria! reserve 
armjj, crises. To seek to abolish the capitalist form 
of production by establishing true value is there- 
fore equivalent to attempting to abolish Catholicism 
by establishing the ‘true ' Pope...” 

'and -commodities go together. ^ 
./If/'mone5^; is .retained, then goods, which .are produceci 
■ even ior the producer’s own -118,0 -assume the commodity/', 
form — money ‘drags ■them' into excbange.’ Money 
and the commodity form “dissolve the community into 
,;;a:...mass of./priv .producers.”, , If. ,H,err Diiehrlng’s' 
economic commune ever came into existence, money 
would break it up (p. 348 ). If, in addition, there is 
A;hoardmg,ahd';mheritan^ si'ili'''..''-les-s.;..:reason:.tO' 

;.^dalk::;df',' spclety,"'-;- Quantitati'vely: ''-'equal 
consumption becomes a farce. The so-called econo- 
mic commune differs little from a capitalist society— 
it contains all the germs of capitalism and must 
inevitably break up. 

The Webbs tell us that no one is compelled to 
work in Russia, not more than in England or the 
United States. Weil, if one does not work, how does 
one live ? Does one starve, in accordance with the 
.slogan : “ If a man does not work, niether shall he 
eat ” ? Not necessarily. “ He may indeed,” we are 
told, ‘ exist indefinitely in idleness by spending his 
savings or his inheritance, or living on gifts from 
relations and friends, without any legal proceedings 
being taken against him ; although, as he is not a 
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producer, lie will not obtain a' ration card, so that he 
must buy I'lis meal and sugar with valuta at one of 
the 1300 Torgslii shops, ,or else, with roubles in the 
free market/^^^ This Bolshevist idler has now 
been. Iread. from worry. abput.Tatioii cards—no .one, else-, 
has,,got them,' either ; .and if- he': is 'deprived mf-,;the,' vote 
as, a.,,,no,E.,-„wo'rker, he -iiiay ■.reconcile '■ himself to th.e loss 
.of ,th.at ^ privilege '■•without- shedding too manydears.',::': '.;:.!,;:; 

■ With its roubles, Exchange,' and cornmoditieS,:m-Ob: 
■tO;Speak of inheritance., '.free markets and '^'millions 
of: individual self employsrs'’^^ ' Soviet ',Russia, ,, :e:xcept: 
in regard to a planned economy, is little different from 
a: cap:i:lalist 'society*,. . ; It ■ .may . be ■ Glaimed,':;,:tha,t,::G!a^^^^ 
have been- abolished— but" when: piece-work-' rates ::,.and:^ 
all other germs of capitalism exist, the emergence of 
■d.i.fi'er ei.it ecGiiomic classes is only a question of ■ ■time. 
To ' , ,,cali,: ■ So'veit ' :-Russia /.communis t ’ .is ,a , ' misnotneri: 
-It.,: 'wouM..- maks,„E.ngels ..-turn.; i-n- his ,-grav-e.V:,.:-,'-d,:,-:': ■.'■':■v:':..■,^ 

, ... Only.', at - 0.118 : time, v- 19.19-30, did Russia make a 
real attempt to realise the communist ideal of Engels. 
The atteffip't vras faciliated by the chaotic monetary, 
'conditioa-s' prevaili'n-g at -the.; time, ''t, ■ ; 

There was heavy paper inflation, so heavy that 
al! bottom seemed to have dropped out of the monetary 
system. The 'circulation on 1st January 1914, 
amounted to 14 roubles per head of the population.'' 
The amount rose to 21 roubles on 1st January 1915,' 

Soviet Communismtp, 1024. . 


INDIAN SOCIALISM 


to 39 roubles on 1st January 1916, and to almost 117 
roubles on 7tli November 1917 (new Calendar). 
The circulation had already increased to Sf times 
the pre-war figure before the November Revolution. 
Between 7th November 1917 and 1st January 1920 
the additions to the paper circulation totalled 
210,000,000,000, roubles, equal to 12 times the increase 
up to:^7th NGvember 1917 : — 

In million 
roubles 

Up to 7th Nov. 191.7 ... 18,916 

From 7th Nov. 1917 to 1st Nov. 191S ... 30,547 

From 1st Nov. 1918 to ist Nov. 1919 ... 92,711 

From 1st Nov, 1919 to 1st Jan. 1920 ... 88,000 

Allowing for the decrease of population and the 
further increase in circulation up to 1st January 1920, 
it is found that the circulation of paper money reached 
4000 roubles per head, which is about 300 times 
greater than the pre-war figure (14 roubles per head). 
Paper inflation may have been deliberate, or a 
step forced on the Government by circumstances. 
The resulting depreciation perhaps accounts for the 
change which occurred in methods of wage payments. 
In the first year of Soviet -rule, wages were paid 
entirely in money. The term ^naturalising of wages* 
was first used in the Soviet press towards the beginning 
of September 1918. The All-Russian Conference of 
Metal Workers was the first to adopt a Resolution 
on 19th October 1918 concerning a practical solution 
of this question. The Resolution was framed in 
accordance with the proposal of the author of these 
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liiieSj ” says M. Larin, ^ (Soviet official who na- 
tionalised banks). In the following year a begin- 
ning was made towards the realisation of that 
aim. In April, 1919 Government orders issued 
providing workers' and officials' children up to the 
age of 16 with free food. Later free clothes, boots, 
caps and stockings were provided to all school children. 
** These measures, ” says M. Larin ‘Svhich equalized 
the positions of workers with and without a family, 
meant an important step towards altering the material 
relations between individual persons and the society 
as a whole, since, in the place of money-wages, there 
appeared the distribution of products of social labour 
among workers in accordance with their needs. 
Here was the first step taken towards a natural and 
unsophisticated interpretation of the communist 
slogan : “from each according to his faculties, and to 
each according to his needs. ” 

A further step in the same direction was the 
prohibition to raise house-rants above the level of 
1st July 1919. Since money was rapidly depreciating, 
that meant reduction of house-rents to an insigni- 
ficant amount. Later, houses in big centres of the 
population, e.g., Moscow and Petrograd, were nationa- 
lised. 

This was followed by . the free provision of 

Das Wirtschaftsleben in Sowjet Russland, by L. Larin 
Hamburg, 192L One of a series of books issued by the Com- 
munist International. See for this interesting account, p. 69 et. 


working clotlieSj kead-dress and working boots to all 
workers. Towards the end of 1919 soap was added 
to the free list. A' few months before, orders had 
„ issued. ...enabling workers, to-' buy ...fixed qiiantities' . of. 
sugar, salt and safety matches with ration cards at 
the prices of July 1919. Local Soviets organised 
free theatricals for workers. In March 1920, among 
other things, free hot lunches were served for all 
workers and officials at their places of work. In 
'June 1920 came the abolition of charges for travelling 
by railway trains or ships, both for workers and 
officials going on a holiday and those returning to 
work* Finally, to increase productivity, extra pay- 
ments were made in kind for extra effort (sugar? salt, 
manufactured goods etc) apart from card rations. A 
begini'irng -was made by setting apart 40 million 
pieces of cloth and 10 million match boxes for 
railway workers. 

It is estimated that in the spring of 1920 pajunents 
in kind by the State met at least half of the needs of 
the workers. It was for this reason that wor leers 
did not insist on a rise in money-wages corresponding 
to the fall in the value' of paper-money. Thanks to 
the new economic organisation,’* writes M. Larin, 
** the workers are losing all interest in money- wages. 
Money is beginning to lose ,its function in Russia, 
as banks, stock-exchanges, etc., have already lost it.’* 

The Amana Society allovred its members credit 
to the extent of 20-50 dollars per year for purchasing 
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goods from a common store, which Dielil describes 
as nncommunistic. Free choice in Russia, in the 
spring of 1920, extended to half of the workers* needs. 
The departure from communistic principles was 
greater, still Russia was on the road to communism, 
considering that attempt was being made to abolish 
money. 

The formal abolition of money came on Ist 
January, 192L But, as we have seen, money has re- 
emerged, and with money, exchange and commodities. 
The attempt to establish a communist society in 
Russia has failed. 

Economic communism can never succeed, or, to 
put it otherwise, the conditions for the successful 
working of economic communism can never be 
fnlfilled. The explanation is simple. 

Let us grant for a moment that values as an 
embodiment of labour do not exist. Let us think of 
value simply as ‘ powerdn -exchange,’ irrespective 
of whether a good possessing value in this sense 
incorporates human labour or not. How does any 
good acquire power-in- exchange ? In virtue of two 
characteristics which it possesses — first, it is useful, 
or satisfies a w’ant, and second, it is scarce in relation 
to demand.. Utility and scarcity are the cause of 
value ; where both are present value is present, where 
either is absent value is absent. 

What happens when a good is so abundantly 
supplied that its marginal utility to society as a whole 
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sinks to zero ? Value sinks -to^ zero too--— tlie goodj, 

air, possesses no power-in -exchange. The very 
high value of diamonds is due to their great scarcity. 
Rare things, as first editions ' and old ; masters,' 
command a high value just on account of their rarity. 
An autograph of Aiirangzeb may have been produced 
with next to no labour, but it may sell, for a consider- 
able sum, just because autographs of Aurangzeb 
are rare. 

Agricultural land is bought and sold now, or it 
has marginal utility above zero. But in the 1 6th and 
17th century agricultural land did not possess value 
in India. There was more land than was required 
for cultivation. There is a reference to the system 
of cultivation in the accounts of India by two Dutch 
factors, W. G. De Jongh and Van Twist. De Jongh 
served as head-factor at Burhanpur and Broach from 
1623 to 1632? and in 1636 he returned to India 
as an assistant director of the Dutch factory at 
Surat. He wrote a detailed account of the trade of 
Ahmedabad and other towns on the West Coast in 
1628 or 1629, which was published in Holland in 
1929. De Jongh says: 

*"Dand is divided among cultivators in the 
following manner : Any one wishing to sow land goes 
to the headman of the village, called Mockedons 
iMuqaddam) in their language, and asks permission 
to cultivate as much land as he wishes to sow and in 
such place as is convenient to him, which permission 
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is seldom refused and almost always granted. Since of 
the cultivable land not one-tenth is sown, everyone 
can get as much land as he wants and [land] of 
his choice, and lie may sow as much as he can 

Similarly Van Twist says of Gujrat (Bombay 
Presidency) ; ‘'A thousand times more land lies 

untilled as compared with that which is tilled. 

It must not be supposed that land remained 
untilled because the tyranny of the rulers had caused 
the population to emigrate en masse to foreign coun- 
tries. Far from that. India was a land of plenty in 
those days, and food-grains were astonishingly cheap. 
There was no large external demand for agricultural 
products, and population being less than one-third of 
its present size, it was not necessary to bring all the 
cultivable land under the plough. Under such con- 
ditions the value of land qua land is zero. 

Price is the expression of value or power- in- 
excbange in terms of money. Price measures mar- 
ginal utility. This explanation disregards the causes 
of limitation of supply — whether they are natural, as 
in the case of land, or artificial, as in the case of 
goods which may be reproduced by the expenditure of 

De Renionstrantie van lY. Geleynssen Dejonght edited 
by Prof. Cal and. The Hague, p. 40. 

Generali Beschrivinghe van Indien^ by Johan Van 
Twist, edition 1638, p. 63 ; "'al$o derwel duysenfmael meer 
Bants Udich leyi alsser hezmyi wordt,'* 
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human labour. 

All goods do not possess the same value — they 
exchange against one another at different ratios deter- 
mined by their uiarginal utilities. Invariablj" dearer 
goods are more scarce in relation to demand than 
cheaper goods. This fact finds/expressioi;i .iii different 
scales of prices. 

The result is the adjustment of supply to cleniaod. 
If society has produced 100. million 5 rards of;, silk cloth , 
and 3000 million yards of cotton cloth,, some may, 
have to go v^ithout cotton cloth, but many more would 
have to dispense with silk. This is effected by the 
higher relative price of silk. 

Of course if unlimited supplies of silk, cotton 
and other goods are available, there is no .need to " 
restrict any one’s consumption. Goods may be piled 
mp- in^ common stores,- -.and^ 'the , Agates, of .the; 
thrown open to all — any one may enter and carry off 
from the store any quantity of any good he desires. 
EngeIvS’s free utilisation of the resources of society ” 
has this, and no other meming. Where everything' is 
super-abiindafit, there is no need for money, goods are 
not turned into commodities, there is no exchange, 
no te.mptation to misuse labour-certificates, and no 
attempt to hoard wealth for oneself or for one’s 
family. In fact such a society possess no wealth in 
the economic sense, only free goods. 
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Suppose^ for example, a communist society has 
produced 1000 motor cars, but there are 50,000 
families of prospective consumers. If a million cars 
were available, the society might permit free utilisation 
of its resources in this respect, but there are not 
enough cars to go round. It is, for the purposes of 
our argument, immaterial whether restriction of 
demand is sought by fixing a high money price for a 
car, or whether the car is reckoned at 1 million labour- 
hours as compared with a motor cjmle, which is equal 
to 100,000 labour-hours, or a pair of shoes reckoned 
at 100 labour-hours. The result in the two cases is 
identical. Some members of the society are excluded 
from the use of motor-cars — cars will be acquired by 
those who have saved enough out of their wages, 
whether paid in money or labour certificates, to pay 
their price. If the communist society apportions 
rewards according to the kind of energy put forth by 
workers, and not merely according to the labour-hours 
involved in the exertion, inequality of incomes is 
necessarily produced. Those who earn more will , 
acquire the scarcer commodities. 

There is no escape from the conclusion that goods, 
which are not free goods, are and will always be 
commodities, and must be the subject of exchange. 
Nothing depends on the form of exchange. 

Engels’s ideal of economic communism can never 
be realised. But religious communism is different. 
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The commutiist wages war against religion^ and 
in this he is mistaken. Since the ideal of a snperflnity 
■of all worldly ■goods, whicli is the essential condition 
for the free utilisation of the resources of societ}^ 
is non-attainable, the only pra.cticable means of 
establishing a communist regime is to preach nishkam 
karma, or indifference to worldly goods. Communism 
has. failed because it seeks to combine a materialist 
outlook with religious aims. Here is another “Great 
Gontradiction ” which is -in capable of .solution, . 

We have seen that the true spirit of religion, 
recognises no property, whether in means of produc- 
tion or in objects of consumption. God-head- is the 
property of the saint. Work without the desire for 
fruit is the guiding principle of saintly activity. If 
members of a commutiist society have developed the ■ 
requisite degree of indifierence to material goods, 
and severely limited their wants, free utilisation of the 
resources of society will create no difficulties. Goods wdll 
remain goods. Our saints may use any kind of money 
“ — it will remain a token. There wnll be no hoarding. 
Wliat will, a saint hoard for ? His chief concern 
is to accumulate a treasure in Heaven, Mo usurers 
arise, no bankers, no controllers of world money, and 
no controllers of means of production. 

_ - But the communist prides himself on his material- 
ist outlook. He derides spirituality. His ‘proposition' 
is religiously noble— doing away with sordid motives 
' 130 


A 'CLASS-LESS SOCIETY 

of wealth production and accumulation, and the ending 
of exploitation of man by man. But next comes 
'opposition:*,,, materialism untioged with 
spirituality—tbere is no ray of selMexiM, nishkam 
to relieve the gloom, desire for material 

comfort. What .is the synthesis of this thesis and 
anti-thesis,, the' ' 'com'position’ ' of ' proposition ’ and 
' opposition * ?. 


CHAPTER ¥ 


IHDIAN SOCIALISM 

THE socialists form a growing party within the Cong- ; 
ress, and the head of the Congress, Pandit Jawahar 
Lai Nehru, is a declared socialist. That a body 
which has not yet renounced its faith in gwr, charkha 
and hhaddar as means of India's economic regenera- 
tion and political emancipation, should tolerate within 
its fold men of a totally different outlook, is a compli- ■ 
ment to the strength of socialist thought. 

What has attracted India to socialism ? Is it 
the philosophy of socialism : the labour theory, the 
theory of surplus value, the interpretation of history 
as a series of class-struggles, or the ideal of a class- 
less society ? The labour theory is dead. The f 
theory of surplus value is equally dead— it explains ' 
nothing. The theory of class-struggle is worse than 
useless — it ignores the struggle for existence. As for 
the economic ideal of a class-less society, conditions ' 
for its realisation can never be falliiled. 

The theory of scientific socialism is fimdamen- 
tally unsound. 

What, then, is the genesis of Indian socialism ? 

In attempting to answer this question we find 
■oiirselves confronted with a number of contradictions* 
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Marx was convinced that the first proletarian 
revolution would take place in England, industrially 
the most advanced country of Europe. The revolu- 
tion foreseen by Marx happened in Russia, an 
industrially backward country. Sometime ago it was 
thought that the second proletarian revolution in 
Europe ^ rvould .. occur in Germany. G^ermany : has , ,■ 
turned fascist. With Spain as the latest recruit to 
■fascism, the fascist movement in Europe has attained 
serious dimensions, such as .were ■not foreseen, by ' 
any one. 

Fascism is the complete negation of bolshevism, 
if bolshevism is the Marxian ‘thesis,’ fascism is 
‘ anti -thesis.’ What is the ‘synthesis’ of the two ? 
Or, shall we say that bolshevism is the negatlpiMf-.r-^^- 
capitalism, and that fascism is the synthesis, the ■ 
negation of negation ? Marxian dialectic is a muddle. | 
It is supposed that “ the • Marxian interpretation 
does work under feudal conditions in a world where 
industrialism has developed elsewhere.”^ That may 
be true of Russia, but it is no interpretation of Indian 
socialism. Why should socialism prosper in India 
because industrialism is developing elsewher? The 
progress of industrialism elsewhere would mean 
greater exports from India, higher prices of agricul- 
tural products, lower prices of manufactured goods, 
and more money in the pockets . of our peasants. 

^ The Philosophy of Communism, by John Macmurry 
(Faber and Faber) p. 83. 
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India t?as relatively prosperous before the Weir, 
There ■ was a growing foreign deroand for food and 
raw' materials and^be terms of foreign trade were in 
our favour. No one thought of socialism then. Restore 
the price level of 1929 and the old conditions . of 
international trade — India would lose all interest in 
socialism. 

The progress of industrialism elsewhere has noth* 
ing whatever to do with Indian socialism. The 
genesis of Indian socialism lies in the agricultural 
revolution which has brought the rural masses to the 
verge of ruin. 

Sufficient attention has not been paid to the 
effect of the agdculturai revolution on Indian economy. 
The adjustment to the industrial revolution was still 
taking place when a second and a more terrible revolu- 
tion suddenly burst upon us. 

The causes of our misfortune are of a permanent 
nature. The agricultural revolution is due to mecha- 
nical and biological progress. It has increased pro- 
duction and brought down costs in the progressive 
countries of the world. The rise of agricultural 
protectionism in the industrial countries of the West 
has further restricted Indian exports. \¥e are watch- 
ing the situation helplessly. We cannot persuade 
Western countries to give up protection, we cannot 
stop progress, and, under existing conditions, we 
cannot modernise our agriculture, 
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It is a mistake to think that the rise of agricuh 
trrai protectionism is .due to our own protective 
tariff. Rebaliion or min ■ or secession ” ate the 
pleasant alternatives presented to the Punjab by Mr. 
Calvert.^ But nothing depends on onr entering the 
Federation or keeping out. The export trade flour- 
ished under free trade, but the world political and 
economic situation then was- different. . . 

^ The Wealth and Welfare of the Punjab by Mr. H. Calvert, 
second edition, -1935, C. ■& M. Gazette, Lahore. Mr. .Calvert 
and his book are well known in the. Punjab.. Mr... Calvert is'a 
convinced .free trader, and ■ he -dislikes the new constitmion.. 
The new. constitution . is not. a thing which any one, may- like ;. 
It imposes Siiancia! burdens on- the- Provinces wh'lcli., in their: 
present impoverished condition, thej^ cannot bear.' So far one 
may agree with Mr. Calvert. But be is mistaken in thinking 
.that protection is ruinhig the. agricultural Provinces., ...:H.e' 
su-gg.ests. that the Punjab, Frontier. Pro.vic,c 0 .,.,:Baliicliistani:, 
Sind and the Indian States served by, the .North Western- Hail-,, 
.way. may ^-orm a -separate federation with .free trade .as. ibeir- 
fiscal policy : The rural peoples cannot for ever remain in 

ignorance of the heavy burdens imposed upon them, or of the 
causes -of the con.tinued low prices -of their produce, and of- the, 
removal of markets from their reach ; and when realisation 
comes, it will be difficult to see how India will be able to 
escape from demands for secession or for the isolation of 
Bombay'’ (p. 420 ). Mr. Calvert has spent much time in the 
Library of the India Office and he must surely know that the 
agricultural revolution has something to do with the Ml in 
agricultural prices, and that an important cause of the loss of 
ocr markets is agricultural protection in the West, inspired 
by military reasons. But he ignores these factors completely. 
There is not a word in his book to suggest that profound 
changes have occurred in the structure of world agriculture as 
the result of the agricultural revolution,, and in world economy 
owing to the rise of economic nationalism I Or have the 
publications of the League of Nations on the trade depression 
and agricultural protectionism escaped Mr. Calvert's attention? 
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Let us take wheat as an example. Wheat 
exports in 1924-25 were valued at 17 crores of rupees. 
At the present time they are negligible. Why haye 
wheat exports disappeared ? 

Wheat enjoys heavy protection in Italy, Germany 
and France. On the 1st of January 1924 wheat 
paid a duty of Is. 7|-d. per cwt. in France, but was 
admitted free in Italy and Germany. On the ’ 1 st of 

January 1934 the duty amounted to 10s. Id., 12s. 4d., 
and 18s. lid, m France, Italy and Germany respec- 
tivelyv 

I Wheat is protected in these countries partly to 
j reduce the unfavourable balance of trade, but chiefly 
, for securing the nation’s food supply in a time of war. 

The ‘battle of wheat’ (la baiaglia del gram), 
or the campaign to increase wheat production, was 
inaugurated by Mussolini in 1925, that is, long before 
the trade depression. The object was to free Italy 
from the slavery of foreign bread ” [schiaviiu del 
i>am siraniero).^ The ‘battle of wheat.’ as Mussolini 
has said, responds to a fundamental necessity of the 
economic life of the nation.” ^ Large areas under 
swamps have been drained and rendered fit for culti- 
vation. This bonifica integrale as it is called, has 
added much new land to the cultivable area of Italy. 

Evolution of A^ricul- 

fural Pmtecimmsm, Geneva, 1935 p ig 

* Mussolini, Discorsi, 7922 ('Alpes',' Milano), p. 122 

Mussolini, Biscorsi, 1926, p, 327. ^ 
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Special attention has been paid to wheat in 
Italy because wheat is the most important of all food- 
stuffs, the area under wheat being over 69 per cent of 
the total area under food-grains. 

At.the result of the measures taken ..by: the State, 
the imports of wheat declined from over 4000 million 
lire ill 1921 to 199 million, lire -in 1935. In 1927 -over 
63 per. cent of the excess; of imports of all goods over 
exports was accounted for by wheat imports, This 
percentage i,s now less than 8. 

In 'the course of a ■.■■recent ■■.study., of, the: structure ■• 
of Italian wheat economy Dr. A. W, Schuettauf of 
Kiel "thus characterizes the aims of fascist agfi* 
cultural policy ■in Italy : ‘fThe new social ..■ ord.er 
created by Government is supported by a new 
politico-agricultural structure inspired by autarchic 
aims which bear an impress of neo-mercantilismj for 
securing the food supply of the nation belongs to the 
very essence of universalist fascist principles of 
thought^’® 

Similar aims are guiding the agricultural policy 
of other'. European . countries. 

The structure of world economy has completely 
changed during the past ten years. Free trade, or 

® WeUwirischaftUches Archiv, Kieh Nov. 1936, p. 530 
ei seq. Article by Dr. A. ^hnettavf entitled Siruktur- 
polUik und MarktregtiUer ungen in der itaUenischen Weizen- 
wirtsclmft. 
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the isolation of Bombay -is too simple a solution of 
our difficulties/ 

The only way of escape lies through a socialist 
’ reorganisation of Indian agriculture and industries. 
It is literally a choice between socialism and ruin. 

What compels us to re-organise agriculture ? Or 
the question may be put otherwise : ** What will 

happen if we do not modernise agriculture 

Our exports will continue to shrink^ and this is 
‘not a matter of indifference. As yet we have felt 
only the first effects of the agricultural revolution— 
the agricukura! revolution is not more than 20 years 
old. We found employment for the displaced hand- 
wmrker in agriculture, and for a small number in 
power, industries. The problem of the agricultural 

Bartoa wi!! not enter the federation— “ she will escape 
the riimous consequences of the protection policy of Indian 
leaders ^^•^{WeaMh and Welfare of ihe Punjabf p. 393). 
Mr. Calvert advises all the agricultural Provinces to claim 
exclusion from *an urban dominated federation’. ” One eflect 
, of this urban inspired policy,” be says, “will be to keep 
prices of agricultural produce to a low level ” (p. 417), 
Mr. Calvert is unduly severe on * unscrupulous ’ Bombay 
politicians. They may w'ant cheap raw materials, but they' 
did not invent the machines which have brought down agricul- 
tural costs in Western countries, 'nor have they any hand.in 
biological progress which has increased agricultural yields. 

It may also be noted incidentally that there is no 
Province in which agriculture is not Ihe main occupation of 
the people. The proportion of earners and working dependents 
. engaged in agriculture in the Bombay Presidency is 65'9 per 
• cent of the total, as against 60‘5 per cent in the Punjab. The 
demand for, the * isolation of Bombay ’ and the exclusion of 
the agricultural provinces from the federation therefore means 
that Bombay City will be left to form the federation by itself ! 
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worker is Jar more serious — the numbers' involved 
are enormous. There are no alternative sources of 

livelihood for ovsr ,71 per cent of the population:'"^ 

We must protect agriculture against machine 
competition, and the only way to do it is through 
large-scale farming with power-driven > appliances. 
Means have to be found for converting small into' 
large, farms. This is an essential part of our scheme . 
of re-orgamsatioB. ■ 

' Two chief advantages, may be... claimed for l.arge' 
scale farming. It will enable us to retain our foreign 
markets and to extend and develop them, and it will 
increase production. ■ ■ ’ 

The modernisation of agriculture will set free ’ 
large numbers for employment in industries. The 
modernisation of agriculture, therefore, ■presupposes' . 
a very great expansion of the industrial system. ' I ' 
do not say that there is limitless scope in India for 
the development of modern industrial enterprises, but 
there is enough scope. We have so fax concentrated 
on the production of direct goods, almost entirely 
neglecting the manufacture of caiptai goods, e.g., 
iiistchinery, means of communication and traiisporta- •. 
tioii. If the new State that we have in view is >- 
successful in raising the standard of living of the 
masses and increasing their purchasing power (if it 
fails in these objects it will fail to^ justify its existence) ■ 
a large and constantly growing market will be created ' 
for the products of home industries. 
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Think of the enomious increase in demand for 
ail kinds of goods which will result when 370 
millions of people earn wages of decent living^ when 
they are hoitsedj clothed and fed like human beings. 

Some may doubt the ability of the new reghne to 
find work for all the surplus agricultural population 
in industries. But there is no other way out for us. 
We hare .no choice in the matter. Not to rnocleniise 
agriculture is to lose our exports. Let no one be 
deceived by conjmictural Huctuations. If crops fail 
elsewharCj we export more cotton, oihseeds, other 
produce, and even wheat. Short periods of improve- 
ment due to the action of temporary causes have little 
significance. The central fact is the structural 
change in world agriculture, accompanied by the 
rise of economic nationalism. Our power of inter- 
national competition is gone. To restore it, we are ' 
compelled to reduce costs, and that cannot be done ' 
except by using modern appliances. 

My conception of socialism is built around a - 
national State, actively interfering in all economic 
matters, and taking deliberate steps to develop the 
country’s resources according to plan. Economic 
planning in India will have three chief objects. : 
(a:) increasing production with modern appliances, 

(b) ‘ achieving an evenly balanced economy, and 

(c) stimulating demand. 

With a rising standard of living, growing 
knowledge and enlightenment, and progressive 
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weakening of religious prejudices and superstitions^ the 
masses may be persuaded to take a rational view of 
marriage. My socialist Utopia is an emptier Indian" " 

I do not see why this - conception of the socialist ' 
State should not be acceptable to every one. The 
ideal is not unattainable. The value of the Russian 
experiment consists just in this that it has demonst- 
rated the. , practicability of - .economic planning on ac 
large scale. 

The authorities in Russia had decided “ to 
transform ^ the U. S. S.- R. from a country importing' 
machinery and equipment into a country that 
manufactures machinery and equipment”.^ They 
eminently succeeded in their purpose. Russia occupied 
the second place in the world’s output of machinery 
in 1931. The first Five Year Plan may not have 
been fulfilled to the extent claimed. But even the 
critics admit that it was a remarkable achievement of 
the 'Governmeiit and the people,^ 

I confess that if economic planning had failed 
where it was first tried, my socialism would have 
failed too. For to me the chief attraction of 
socialism lies in its planning, not in its class-war, 

® The First Five Year Plan, official report, p, 14, 

® *'(Ind doch muss man zti-geben, dass es elm hervorra- 
gende Leistung der Regienmg tmd des Volkes geweseu isi.'* 
See Weltwirtschaf niches Archiv, Kiel, May 1934, p. 518. 
Article by Prof. Dr. Wassily Leontief entitled ; “ Die ErfmU 
lung des russiscken Fuenfjahrplams 
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There are two mala aspects of the socialist 
State, production and „ distribution. We heve seen 
that the socialist tends to over-empnasizs distribution, 
and that in India a better distribution of wealtii is a 
less urgent problem . than a greater production of 
■wealth. It is not suggested that we have realised 
the ideal of social justice. Far from that. But 
expropriation of all owners of property and an equal 
divisioii of wealth among the people will leave the 
masses nearly as miserably poor as at present. This' 
is a strong argument for ignoring class-war and 
placing the constructive ideal of planned production 
before the psple. 

Suppose all landlord rights in the Punjab are 
abolished and all land belongs to cultivators. What 
will be their mcome per acre ? The following table 
is borrowed from the Punjab Farm A^ccounfs : 


{Table 

Farm Accounts in the Punjab^ by S* Kartar Singh, 
1933-34^ Statement IV, p» xv. 
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Net Income per Acre of Holdings grouped in 
Ten Districts, assuming that all land belongs to 
the cultivators : 



1929- 

1930- 

1931- 

1932- 

1933- 

District 

30 

31 

32 

33 

34 


Rs.a 


Rs.tr 


Es.a 

Jullundur 

23 

13 

11 12 

14 4 

20 10 

12 6 

Ludhiana 

12 

4 

3 7 

S 6 

23 2 

1 14 

Hosbiarpur .... 

31 

7 

12 10 

17 6 

35 30 

10 12 

Amritsar 

27 

12 

14 7 

8 13 

23 7 

11 1 

..Multan ■ 

13 

9 

7 14 

6 7 

13 15 

9 9 

Robtak 

18 

0 

13 1 

18 0 

23 11 

15 6 

Jhelum 



0 13 

10 12 

16 14 

8 5 

Lyallpnr .... 

44 

6 

11 14 

IS S 

31 4 

21 6 

Montgomery .... 

32 

0 

14 8 

18 6 

29 10 

24 15 

..■Sargodha^ ■ ...■ 

■ ■ Average : ... 

12 

7 

6 12 

10 1 

17 10 

14 11 

42 

15 

11 li 

18 0 

30 4 

21 1 

Canal-Colonies 
Well-irrigated cum 

barani 

18 

7 

7 12 

10 12 

20 12 

9 10 

Total 

Excluding Risale- 

36 

12 

10 9 

15 12 

27 5 

17 6 

...wala— ..' . ■ 







(a) Canal Colonies 

24 

3 

7 14 

14 14 

18 14 

16 13 

{b) Total 

20 

1 

7 13 

11 4 

20 3 

11 12 


Excluding Eisalewala, which is a Government 
farm in the Ly allpur District of over 800 acres, net in- ■ 
come per acre in the Canal Colonies, where net income 
is highest , was Rs. 16-13 per acre in 1933-34. If ■well- 
irrigat ed cum barani tracts are included, the average 
falls to Rs. 11-12. During these five years, from ^ 
1929-30 to 1933-34, the average income per acre 
was a little over Rs* 14, ignoring the division of the 
produce between the landlord and the tenant. 

, The average for all 29 Districts of the Punjab 
would probably be under Rs. 10 per acre. The level 
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of agricultiirai * prosperity ’ is higlier in the Pan jab 
than in other Provinces. For India as a whole, 
assuming the non-existence of the landlord, net 
income per acre may not be more than Rs* 6 or 7. 

Now if we remember that land per cultivator, 
on an average, is not more than 4 or 5 acres, that 
gives, us ■ a net. income of Rs. 30 to 40, or, let us say, 
about Rs. 50 per cultivator per year, assuming that he 
does not share bis produce with the landlord. Put 
the whole land of the country into a stock and 
re-divide the land equally among all — the cultivator 
would certainly be better off than at present, but 
still miserably poor. 

FEUDALISM 

One has read of predictions by responsible people 
that the next proletarian revolution after Russia will, 
perhaps, happen in India.^^ Such predictions are 
the product of dialectical thinking, which, as we 
know, interprets history in terms of class-struggles. 
Marxian dialectic ha\dng failed in highly indust- 

.In the course of a lecture delivered in the of 

April 1924 on “ Foundations of Leninism/^ Stalin said : 
** Where is the front likely to be broken next ? Again at the 
weakest point, obviously. Perhaps that will bo in British 
India, where there is a young and combative rerolationary 
proletariat, allied to the champions of the movement for 
national liberation—a movement which is certainly very 
powerful.” {Leninism, Vol. I, p. 101). This * very powerful 
movement ’ took the form of a most remarkable war of 
independence, which entirely failed to make any impression on 
the Imperialist front. Most foreigners, when they refer to 
India, do not know what they are talking abo^]tt. 
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rializecl countries, it is now thought that feudalism 
provides a more fruitful soil for the growth of 
socialism. In fact, the first proletarian revolution 
happened in a country .which was largely feudal.' ■ ■ 

■ Now India ■ is not a ' largely feudal . country. 
Feudalis,m is, im.portant-'in . certain Provinces, but of 
little importance 'in .others. ■ Farther, oui^ feudalism 
has no deep roots in past: history or tradition. ■ 

The following table, borrowed from the Agricul- 
tuml Statistics of India^ 1931-32,. Vol. I (p. viii) 
•sho.ws the forms of land tenure in . the surveyed areas 
of the various provinces. The figures roughly dedicate 
the ex'teiirto which the different systems ^ prevail r - 


[Table. 
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These figures deserve the closest attention' of 
those who will guide -the socialist movement. It is 
seen that ^51 per cent of the total area (excluding 
the portion for which details by tenure are not 
available^^) is held by raiyatwari proprietors, while 
19 per cent is held by permanently settled and 30 
per cent by temporarily settled zaraindari proprietors. 

The extent to which feudal conditions prevail 
in India is much less than 49 per cent of the total 
area. The most important of temporarily settled 
zamindari Provinces is the Punjabj where we have a 
large body of peasant proprietors. Possibly feudalism 
is limited to not more that one-third of the total area. 

The Punjab peasant proprietor is a real proprie- 
tor— the land that he cultivates is owned by- him,' 
It has been mentioned before that peasant pro- 
prietors in the Punjab exceed in number tenants and 
agricultural labourers combined. There the 
strongest contrast in this respect between the Pun- 
jab and, for example, United Provinces ■ and Bihar 
and Orissa : 



Cultivating 

Tenant 

Agricultural 


owners 

cultivators 

labourers 


1000 

1000 

1000 

Pan jab. 

United Pro- 

1707 

U2S 

510 

vinces, 

Bihar and 

1091 

S433 

1305 

Orissa. ... 2§1 

See footnote 2 to the Table. 
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Unlike the Punjab, tenant cultivators far exceed 
cultivating owners in niiinbsrs in these two Frovince?,^^ 
The rapj^^ahcari tenure is important in Bombay, 
Madras and Burma, What is the positica of the 
rai-^ai.? ■ 

The raiyat is not proprietor in the legal sense, but 
proprietor for all practical purposes. Formal proprietor- 
ship carries with it responsibility for the payment 
of the land revenue. The culti'cator in the raiyatwari 
Provinces was not willing to shoulder this responsi- 
bility. In Madras it is legally recognized that the 
raiyat might at any time relinquish any field or 
definite part of his holding, and thus escape the 
liability to pay the land revenue. So long as he pays 
the land revenue, he is proprietor in fact. In Bombay 
the raiyat is called ‘occupant,’ and liis right as an 
‘occupant’ is hereditable and transfe-Kible. The right 
of the raiyat in Madras is practically the same as in 
Bombay. “In common language,” says Baden-Po%vell, 
“it i$ aright which is theoretically rather than practical- 
ly distinguished from a proprietary The Biinxia 

Land Law and the Assam Land Regulation define the 
‘landholder’s’ right wdthout calling it ownership. 

In India as a whole, taking males alone, there are, 
according to the census of 193,125*564,656 tenant cultivators 
as against 21315,383 cultivating owners. The United Provin- 
ces and Bihar and Orissa have the largest number of tenants. 
In Bengal there are more cultivating owners than tenants 
(4,666,000 and 782,000 respectively). 

Land Revenue in British India by B. H. Baden- 
Powell (Oxford, 1913) ; p. 126. 

148 


INDIAN SOCIALISM 


The raiyat is not landless ; whether you cal! him 
landholder ’ or owner ’ makes no difference for the 
purposes of the present discussion. 

It would appear that landed property is widely 
diffused among the, rural masses, except, chiefly, 
,in Bihar and Orissa and the-United Provinces. ^ 

, Is it possible to ' make the demand for expropria- 
tion popular in, rural India-? , Who is, to expropriate 
the raiyatwari landholder in- Bombay Burma and 
Bfadras ? Who is to expropriate the Punjab peasant 
proprietor ? Our peasant ' proprietors are intelligent 
an,d : virile , — they cannot -be,--- , looked ■upon, as . , ,■ down- 
trodden proletariat,. - The real .proletariat in our villages^ 
consists of agricultural labourers and the huntoucli- 
ablesb ivho are good for nothing. ■ Peasant propnetors- 
form the rural bourgeoisie. - No class of the commu- 
nity is strong enough to dispossess them of their pro- 
prietary right. I suppose it is realized that expro- 
priation is not a non-violent process. You do not 
stand with folded hands before the party to be expro- 
priated and say : Mabaraj ji, Namaste. We have 
come to expropriate you. Kindly hand over your 
property and go. I am naturally more familiar with 
conditions in the Punjab, but I may be believed when 
I say that all talk of expropriation Js meaningless. 

Wrong socialist tactics, inspired by imported 
slogans, are infinitely dangerous. Gtir, charkha and 
khaddar can, at worst, mislead some good people 
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into thinking that the revival of cottage industries will 
bring economic and political swaraj. Gars cltarkha 
and khaddar are otnerwise’ harmless ; they nia^v also 
be said to possess some utility in the sense that they 
provide occupation for people who have nothing better 
to do. But wrong- socialist propaganda rouses the worst 
class passions. So far from bringing swaraj, it breaks 
up the swaraj front. And there is no socialism 
without swaraj, unless one takes the view that 
British ' Imperialism and socialism are one and the 
same thing, and that to strengthen British Imperialism 
is to hasten the advent of swaraj. 

INTEENATIONALISM 

There is need for adapting socialism to Indian 
requirements. At present the socialist moveanent in 
India borrows from European socialism both its 
intellectual content and its tactics. 

^ The present writer has participated in socialist 
meetings in which the Soviet flag was duly hoisted and 
the * International ’ duly sung* The Soviet flag is the 
symbol of the struggle of the international proletariat 
against the international bourgeoisie. What have 
Indian peasants and workers to do with this struggle ? 
Why shouldn’t Indian socialism have a flag of its own ? 
The *Inter national * is sometimes sung in music which 
is neither Eastern nor Western, and the effect 
produced is ludicrous in the extreme. 
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It will he said that socialism is international in 
its outlook because it stands for the brotherhood of 
peasants and workers of the world. We have no use 
for this socialism. ’ . 

Internationalism in a fre,e country may have - 
■some meaBing* ; in . a dependent country it only exdtes' 
ridicule. .. .. . 

We think in terms of castes and communities, 
and now we are required to think internationally I Is 
.this not too big a jump 7 We- might prepare for the..;- 
jump, if it would land us right in the middle of swaraj. 
.But it lands us nowhere; we remain suspended .in the..', 
vacuum of empty phrases. 

There is a philosophy behind internationalism. 
The socialist believes in class-war. He fights the 
bourgeoisie every where ; he is a -friend of the proleta- 
riat in every country. He has therefore no country- of 
his own. 

Nationalism is founded on the recognition of the 
universal struggle for existence and survival of the 
fittest. The nationalist believes in national survival, 
not class-siirvivaL He therefore seeks to harmonise 
conflicting class-interests in order to make his nation 
and country strong and great, and * fit ’ in the evolu- 
tionary sense. " 

Here are two rival conceptions. Which of the 
two represents sense ? 
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' Perhaps I have put the question too h-limtly. Let 
iis admit that internatioiialism is foe higher ideal. 
But are our masses mternatioaal in outlook ? 

In this matter fascism has a truer perspective 
than socialism. I am no admirer of fascism or 
solini—I doubt if there is any one in India who approves 
of unprovoked war of aggression and enslavement of 
weaker peoples. But fascist dictators are better . 
judges of human nature than socialist interiiatiorjalists. 
Speaking in the Italian Parliament in June 1921, 
Mussolini turned towards the Socialist group and 
said: We repudiate j^our internationalism because 
it is an article of luxur 5 ? of use only to the higher 
classes^ while the people are desperately attached to 
their native soil {dtsperafameufe legato uUa sua 
ierta^ 7iaiiva). Mussolini and Hitler have used 
national sentiment to fight the creed of class-war, and 
they have succeeded in overcoming disruptive tenden- 
cies in their national life. Their countries stand 
solidly behind them, and, therefore, when they speak, 
the world listens with'- attention 

Addressing a mammoth audience of two inillion 
working men on the 1st of May 1933 Hiller said : 

‘‘Germans 1 You are not a second-rate nation, 
even if the world should a thousand times wish it to 
be so. You are not of second-rate worth. Germans I 
Think of yourselves, of the deeds of your forefathers, 

Mossolini, Discorsi dai Banco dt Deputaio (‘Alpes 
Milano), pp. 43-44. 
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yeSj of the deeds of your own generation. Forget the 
fourteen years of ruin. Arise and make two thousand 
: years of German history. ” ' 

: India has no ambition to make history In the 
fascist sense. But we have also a past of which we 
are not ashamed. We wish to be masters in our own 
housej and to work out our destiny unhampered and 
free. Is there any reason why the sentiment of 
iiationalityj one of the most potent of political forces, 
should not be utilised to wean the masses from caste 
and communalism and to build up an Indian nation ? 

PRACTICAL ISSUE 

The practical issue before the country is not the - 
form of the socialist State but swaraj. 

All controversy about the form of the socialist 
State is futile. How will the State persuade . raiyat- 
wari and peasant proprietors to accept a system of 
land cultivation which ensures progress ? I do not 
know. Will the State take possession of all factories, 
tools, implements and other apparatus of production, 
completely suppress all freedom of individual initiative 
and enterprise, nationalise all banks and institutions 
concerned with exchange, and abolish money? Again 

, The experience of Soviet Russia and present-day 

^ tendencies there suggest caution in advocating complete 
socialisation of all ‘ instimtions ^ concerned with production, 
i exchange and distribution. Another relevant consideration is 
’ the extent of corruption in Government departments, which is 
'extremely depressing. Hand over any industry, producing 
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I do not: knowj aild would avoid a discussion on these 
points. These are not practical issues* When the new 
State comes, it tvill knovr wdiat to do and how to do it* 
If it is not coming at all, there is still lessrcfason for 
engaging in afraitless controversy’. 

The sole practical issue before the country is that 
of organising the people for swaraj, Constrrxtive 
wwk for swaraj lias main^ aspects, hut by far the 
most important is that of educating the peasant to 
uiiderstaml hisr problems- and di'fficiiities. - 

The success of the socialist movement in India- 
depends almost wholly on our success in organising 
the peasants for swaraj. And in dealing with peasants 
we must remember that no form of socialism which 
they view with suspicion lias the slightest chance of 
being accepted or ivorked by this country* 


goods under competitive conditions', to onr highly * efikient 
Oovernment, and Government would make an end of it’ in a 
very short time. > Swaraj' may change official character, but it 
will, in any case, !>e‘ a slow process* 
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